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Letter  of  Transmittal 


TO:  Certified  and  Licensed  Public  Accountants 


Under  the  provisions  of  Section  82-4516,  the  Department  of  Community  Affairs 
is  charged  with  the  annual  audit  of  all  counties,  incorporated  cities  and 
towns,  school  districts,  school  district  extracurricular  funds,  irrigation 
districts,  conservancy  districts,  fire  districts,  and  fire  relief  associa- 
tions . 

In  lieu  of  the  annual  audits  required  of  the  Department  of  Community  Affairs, 
this  department  may,  with  the  consent  of  or  at  the  request  of  the  respective 
governmental  entities,  contract  out  such  annual  audits  with  a public  account- 
ant or  firm  of  public  accountants  who  are  licensed  under  the  laws  of  Montana. 
(Section  82-4525) 

The  purpose  of  the  annual  audits  of  these  governmental  entities  as  set  forth 
in  Section  82-4517,  is  to  ensure  constituent  interests  by  determining: 

1.  That  compliance  with  all  appropriate  statutes  and  regulations  is 
accomplished; 

2.  That  the  financial  condition  and  operations  of  the  entity  are 
reasonably  conducted  and  reported; 

3.  That  the  stewardship  of  the  entity  is  conducted  in  such  a manner 
as  to  preserve  and  protect  the  public  trust  and  to  accomplish  with 
economy  and  efficiency  the  duties  and  responsibilities  of  the 
entity  in  accordance  with  the  legal  requirements  imposed  and  the 
desires  of  the  public. 

The  school  district  and  extracurricular  fund  audit  programs  that  follow 
deal  essentially  with  the  financial  and  legal  compliance  areas  only. 

The  audit  programs  are  classified  by  function.  In  addition,  many  audit 
programs  are  preceded  by  a brief  narrative  explaining  the  procedural 
requirements  for  the  activity  as  it  relates  to  that  particular  function. 

The  programs  do  not  cover  every  possible  activity  of  the  school  district  or 
extracurricular  fund,  but  do  attempt  to  concentrate  on  the  major  activities. 
The  purpose  of  the  narrative,  or  Introduction  to  the  Audit  Program,  is  to 
alert  the  auditor  to  some  of  the  controlling  statutes  for  any  given  activity. 
The  narrative  is  not  intended  to  define  or  restate  the  statutory  requirements, 
and  should  not  be  relied  upon  in  lieu  of  the  statutes. 


h 


Harold  A.  Fryslie,  Director  406/449-1494 
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Certified  and  Licensed  Public  Accountants 
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These  audit  programs  may  be  modified  depending  on  the  particular  circumstances 
encountered.  They  are  not  all-inclusive  and,  therefore,  are  not  intended  to 
be  used  as  a substitute  for  the  judgement  of  the  individual  auditor  and  his 
analysis  of  the  situation.  The  use  of  the  audit  programs  is  entirely  optional 
on  the  part  of  the  public  accountant. 

No  specific  internal  control  guidelines  or  questionnaires  are  included  in 
this  manual.  It  is  assumed,  however,  that  the  auditor  will  make  a review  of 
the  internal  control  procedures  utilized  by  the  school  district  or  extra- 
curricular fund  and  base  his  specific  audit  program  on  the  results  of  that 
review. 

The  Revised  Codes  of  Montana,  1947,  will  be  cited  usually  by  section  numbers 
alone,  in  brackets,  e.g.,  (11-2212).  References  to  Attorney  General  Opinions 
are  abbreviated,  for  example:  (A.G.O.  Number  36,  Volume  27). 

We  are  aware  that  the  programs  will  require  continual  expansion  and  up-dating. 
We  would,  therefore,  appreciate  comments  and  suggestions,  in  writing,  from 
those  public  accountants  who  utilize  the  programs. 


Sincerely 


(Administrator 

Division  of  Local  Government  Services 
449-3010 
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SCHOOL  DISTRICTS 


A 1 


General  Introduction 


The  State  Superintendent  of  Public  Instruction  has  general  supervision  over  the 
school  budgeting  procedures  and  provisions  prescribed  by  law,  as  they  relate  to 
elementary  and  high  school  districts,  and  shall  establish  such  rules  as  are 
necessary  to  secure  compliance  with  the  school  budgeting  laws.  The  format  of 
the  school  budgeting  form  is  prescribed  by  the  Superintendent  of  Public  Instruc- 
tion and  should  provide  for  proper  school  budgeting  procedures  in  accordance 
with  the  budgeting  requirements  of  Title  75  and  generally  accepted  accounting 
principles.  (75-6702  and  75-6704). 

The  Superintendent  of  Public  Instruction  has  issued  a "School  Finance  and 
Statistics  Reference  Manual".  Revenues  and  expenditures  of  a school  district 
are  recorded  by  an  accounting  code  system  that  was  established  by  the 
Superintendent  of  Public  Instruction.  This  uniform  coding  system  is  used  by 
all  school  districts  in  the  State. 

The  accounting  records  in  use  are  a combined  disbursement  and  budget  record. 

Most  of  the  time  a receipts  record  will  also  be  used.  These  records  are  not 
generally  maintained  in  such  a manner  which  will  permit  the  preparation  of 
financial  statements  that  will  meet  the  generally  accepted  accounting  standards 
as  set  forth  by  the  American  Institute  of  Certified  Public  Accountants. 

The  financial  statement  of  a school  district  is  the  Trustees  Financial  Summary. 
The  accounting  records  are  on  the  cash  basis.  They  are  not  on  the  double- 
entry system.  No  general  ledgers  are  maintained.  There  are  no  provisions  for 
accruals  such  as  accounts  payable,  prepaid  expenses,  or  claims  payable. 

The  county  treasurer  is  the  custodian  of  district  funds  and  investments,  and 
generally  issues  monthly  statements  of  the  cash  balance  of  each  fund.  A part 
of  the  district  records  should  be  a periodic  reconcilement  with  the  county 
treasurer's  balances  for  each  fund.  Some  districts  may  have  only  a reconcile- 
ment for  the  June  30  balances. 

The  audit  programs  that  follow  are  generally  presented  by  fund.  Some  programs 
that  are  common  to  all  or  most  funds,  such  as  payroll,  warrants,  claims,  etc., 
are  presented  separately. 

The  audit  of  Federal  programs  should  follow  Federal  guidelines  issued  by  the 
appropriate  agencies.  Generally,  these  audits  will  be  separate  from  the 
audit  of  the  district,  but  an  audit  of  the  district  should  include  a review  of 
the  financial  records  and  controls  as  they  pertain  to  the  Federal  programs. 

The  reimbursement  account  within  the  Miscellaneous  Federal  Programs  fund, 
however,  should  be  included  within  the  district  audit. 
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Introduction  to  the  Audit  Program 
Minutes 


Introduction 

Minutes  are  the  official  record  of  the  proceedings  of  governing  bodies.  They 
should  be  in  permanent  form  such  as  a bound  volume  or  a commercially  produced 
minute  book.  The  minutes  of  each  meeting  should  be  approved  at  the  next 
subsequent  meeting  and  signed  by  the  chairman  and  attested  by  the  clerk. 

The  Proceedings  Recorded 

The  board  of  trustees  is  required  to  keep  a full  and  permanent  record  of  all 
adopted  policies  and  all  other  acts  of  the  trustees.  The  record  shall  include 
the  wording  of  resolutions,  voting  record  of  each  trustee  present,  a detailed 
statement  of  expenditures  of  money,  with  the  name  of  any  person  or  business 
to  whom  payment  is  made,  and  showing  the  goods  furnished  or  services  rendered. 

One  free  copy  of  the  minutes  is  to  be  made  available  to  the  press  within  five 
days  following  approval  of  the  minutes  by  the  board.  Minutes  shall  be  approved 
not  less  than  one  month  after  the  meeting.  (75-5932). 

No  business  shall  be  transacted  by  the  trustees  of  a district  unless  it  is 
transacted  at  a regular  meeting  or  a properly  called  special  meeting.  (75-5930). 

During  the  course  of  the  audit,  the  auditor  should  watch  for  transactions  and 
other  activities  which  should  have  been  recorded  in  the  minutes.  Any  inform- 
ation that  indicates  any  action  that  might  have  been  taken  by  the  board  but 
which  does  not  appear  in  the  minutes,  should  be  noted. 

Open  Meetings  of  Public  Agencies 

All  meetings  of  any  political  subdivision  supported  in  whole  or  in  part  by 
public  funds  shall  be  open  to  the  public.  However,  the  presiding  officer  may 
close  the  meeting  if,  in  his  or  her  judgment,  the  matter  relates  to  individual 
privacy  and  that  the  demands  of  individual  privacy  clearly  exceeds  the  merits 
of  public  disclosure.  (82-3402).  The  individual  about  whom  the  discussion 
pertains  may  waive  this  right.  A meeting  may  also  be  closed  to  discuss  a 
strategy  with  respect  to  collective  bargaining  or  litigation.  (82-3402). 

The  minutes  of  such  meetings  shall  be  open  to  the  public  and  shall  contain: 
(82-3403) 

a.  date,  time,  and  place  of  meeting; 

b.  a list  of  the  individual  members  of  the  public  body,  agency,  or 
organization  in  attendance;  and 

c.  the  substance  of  all  matters  proposed,  discussed,  or  decided  and, 
at  the  request  of  any  member,  a record,  by  individual  members,  of 
any  votes  taken. 

A "meeting"  consists  of  the  convening  of  a quorum  of  the  membership  of  a 
public  agency  to  discuss  or  act  upon  a matter  over  which  the  agency  has  super- 
vision, control,  jurisdiction,  or  advisory  power.  (82-3404). 
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Audit  Program 
Minutes 


1.  Read  all  of  the  minutes  of  the  proceedings  during  the  period  of  the 
examination.  This  should  be  one  of  the  first  series  of  steps  of  the 
examination.  Notes  should  be  taken  for  reference  later  during  the  course 
of  the  audit. 

2.  Note  unusual  or  important  matters.  Such  notes  might  include  the  following 

a.  calls  for  bids,  advertisements  for  bids,  bids,  accepted  bids; 

b.  setting  of  salaries; 

c.  contracts  approved; 

d.  reports  to  the  board; 

e.  approval  of  cancelled  warrants  or  checks; 

f.  authorization  of  investments  purchased  or  sold; 

g.  approval  of  transfers  between  funds,  and  budget  transfers; 

h.  resolutions,  motions,  and  policies; 

i.  any  other  unusual,  questionable,  or  important  matters  requiring 
possible  futher  inquiry. 

3.  Verify  that  resolutions,  policies,  and  motions  have  been  properly  passed. 
(75-5932). 

4.  Verify  that  outstanding  warrants  or  checks  to  be  cancelled  have  been 
listed  and  their  cancellation  approved.  (75-6811.1). 

5.  Verify  that  sales  of  real  or  personal  property  are  properly  conducted. 
(75-8205). 

6.  Verify  that  a detailed  statement  of  all  expenditures  of  money  is  listed 
in  the  minutes  with  the  name  of  any  person  or  business  to  whom  payment 
is  made  and  showing  the  service  rendered  or  goods  furnished.  (75-5932). 

7.  Verify  that  all  actions  of  preliminary,  approved,  passed,  and  adopted 
budgets  are  recorded  in  the  minutes. 

8.  Verify  that  any  emergency  budget  was  passed  by  unanimous  vote  of  the 
board  members  present.  (75-6724). 

9.  Verify  that  the  emergency  budget  resolution  was  complete  with  a descrip- 
tion of  the  emergency. 

10.  Verify  if  the  trustees  deem  that  an  emergency  exists  for  any  reason  other 
than  the  conditions  specified  in  subsection  (1),  (2),  (3),  or  (4)  of 
Section  75-6723,  that  a petition  was  sent  to  the  Superintendent  of  Public 
Instruction  for  permission  to  adopt  a resolution  of  emergency.  (75-6725). 
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Audit  Program  - cont. 

Minutes  - cont. 


11.  Verify  that  bids  are  called  for  when  required  and  that  the  bids  are 
listed  in  the  minutes.  Ascertain  if  the  bids,  contracts,  advertisements 
for  bids,  etc.  are  available  for  examination.  (75-6808). 

12.  Verify  that  salaries  to  be  set  are  listed  in  the  minutes. 

13.  Verify  that  the  minutes  record  the  vote  of  each  member  on  any  subject 
matter  that  a vote  was  called  for.  (75-5932). 

14.  Verify  that  all  minutes  are  signed  by  the  chairman  and  attested  by  the 
clerk. 

15.  Verify  that  the  minutes  are  approved  in  subsequent  meetings  and  any 
changes  listed  and  approved. 

16.  Verify  that  board  of  trustees  meetings  are  open  to  the  public  unless  an 
executive  session  is  called  by  the  chairman  to  protect  individual  privacy, 
and  that  such  executive  session  is  for  the  purposes  of  disciplining  an 
officer  or  employee,  or  hearing  a complaint  against  an  officer  or  employee, 
or  the  appointment  or  employment  of  an  officer  or  employee.  (75-5930  and 
82-3402). 
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Introduction  to  the  Audit  Program 
Financial  Records 


The  State  Superintendent  of  Public  Instruction  has  general  supervision  over 
the  school  budgeting  procedures  and  provisions  prescribed  by  law.  (75-6702 
and  75-6704). 

Revenues  and  expenditures  of  a school  district  are  recorded  through  an  account- 
ing code  system  that  was  established  by  the  State  Superintendent  of  Public 
Instruction.  This  uniform  coding  system  is  used  by  all  school  districts  in 
the  State. 

The  expenditure  accounting  code  requires  an  accounting  of  expenditures  by 
fund,  by  program  within  the  fund,  by  expenditure  catagory,  and  by  expenditure 
type. 

The  revenue  accounting  code  requires  an  accounting  for  revenue  by  fund,  by 
program  within  the  fund,  and  by  type  of  receipt. 

The  accounting  records  of  the  district  usually  include  a combined  budget  and 
expenditure  register  and  a receipt  register. 

The  basic  financial  report  with  which  the  auditor  will  be  concerned  is  the 
Trustees  Financial  Summary.  The  trustees  (or  the  district  clerk,  if  so  assigned 
by  the  trustees)  must  complete  the  report,  and  it  must  be  signed  by  the  chairman 
of  the  board.  The  report  must  be  sent  to  the  county  superintendent  of  schools 
by  August  1. 
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Audit  Program 


Financial  Records 


1.  Review  the  Trustees  Financial  Summary  for  completeness  and  accuracy. 

2.  Verify  that  the  Trustees  Financial  Summary  agrees  with  the  accounting 
records  of  the  district. 

3.  Verify  that  a monthly  reconcilement  of  each  fund  has  been  prepared, 
including  a detailed  listing  of  outstanding  warrants,  and  that  such 
reconcilement  has  been  retained  for  audit. 

4.  Reconcile  the  cash  balance  of  each  fund  with  the  records  of  the  county 
treasurer  as  of  June  30,  the  end  of  the  audit  period. 
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Introduction  to  the  Audit  Program 
Investments 


Attorney  General's  Opinion  Number  60,  Volume  34,  states  that  "In  directing  the 
investment  of  a school  district's  moneys  the  trustees  have  a fiduciary  responsi- 
bility to  obtain  an  investment  with  terms  most  advantageous  to  the  school  district. 
The  provisions  of  section  75-5941,  R.C.M.  1947,  make  obligatory  the  proper 
administration  and  utilization  of  all  moneys  of  the  district.  It  would  be  a 
breach  of  the  duty  placed  on  trustees  to  obtain  less  than  the  best  terms  avail- 
able to  them  when  directing  the  county  treasurer  to  invest  the  school  district's 
moneys. " 

The  board  of  trustees  may  invest  public  moneys  that  are  not  necessary  for 
immediate  use,  in  direct  obligations  of  the  United  States  Government,  payable 
within  one  hundred  and  eighty  (180)  days  from  the  time  of  such  investment,  or 
in  time  or  savings  deposits  with  any  bank,  building  and  loan  association,  or 
savings  and  loan  association  located  in  the  county,  city,  or  town.  (16-2618(8), 
75-6806(4),  and  A.G.O.  Number  60,  Volume  34).  The  board  of  trustees  may  also 
direct  the  county  treasurer  to  remit  available  funds  to  the  State  Treasurer, 
unless  there  are  laws  or  agreements  with  bond-holders  or  others  that  specify 
otherwise,  for  investments  under  the  board  of  investments  as  part  of  the 
pooled  investment  fund.  (79-311). 

It  is  the  duty  of  the  county  treasurer  to  obtain  sufficient  security  from 
financial  institutions  to  ensure  the  safety  and  prompt  payment  of  all  such 
investments,  together  with  interest  earned  from  such  investments.  It  is  also 
the  treasurer's  duty  to  credit  the  principal  and  interest  earned  to  the  fund 
that  made  the  investment. 

The  school  board  trustees  and  school  district  clerk  should  pursue  an  aggressive 
investment  program  with  surplus  funds  in  order  to  provide  the  maximum  interest 
revenue  possible.  The  investment  program  should: 

1.  Be  approved  and  directed  by  the  board  of  trustees; 

2.  Be  made  on  a timely  basis  subject  to  withdrawal  in  such  amounts 
that  may  be  necessary  and  without  penalty; 

3.  Obtain  the  highest  effective  yield  within  the  limits  of  the  law; 

4.  Ensure  the  safety  of  the  investments; 

5.  Include  a register  to  record  all  investment  activity. 

The  County  treasurer  should  maintain  an  investment  register  to  record  all 
transactions  relative  to  each  investment.  Except  for  investments  with  the 
State  Board  of  Investment,  (see  S.T.I.P.  procedures)  the  investment  register 
should  include: 

a.  Date  of  purchase  or  deposit; 

b.  Number  of  County  Treasurer's  check  issued  in  payment  for  the  invest- 
ment; 

c.  Description  of  the  investment; 

d.  Identification  number  on  securities; 

e.  Maturity  date; 

f.  Face  value; 

g.  Premium  paid  on  purchase; 
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h.  Discount  at  which  purchased; 

i.  Net  cost  - book  value; 

j.  Interest  received  on  investment; 

k.  County  Treasurer's  receipt  number  covering  deposit  of  interest; 

l.  Date  of  sale  or  redemption  of  investment. 

State  Short-Term  Investment  Pool 

Investments  may  be  made  through  the  State  Short-Term  Investment  Pool  (S.T.I.P.). 
(79-311). 

The  accounting  procedures  for  S.T.I.P.  investments  are  quite  similar  to 
those  for  bond  purchases.  When  S.T.I.P.  investments  are  purchased  at  any 
time  other  than  the  income  distribution  dates  (May  31  and  November  30),  the 
purchaser  must  pay  an  additional  amount  equal  to  the  interest  that  has 
accumulated  or  accrued  on  the  units  since  the  last  income  distribution  date. 

The  market  value  and  the  accrued  interest  purchased  must  be  accounted  for 
separately  in  order  to  make  a proper  accounting  for  the  money  invested.  The 
accrued  interest  purchased  is  written  off  when  the  investment  is  redeemed 
or  upon  the  first  income  distribution  date,  whichever  comes  first.  Gain 
or  loss  on  the  sale  of  an  investment  is  not  separated  by  most  school  districts 
or  counties,  but  is  combined  with  interest  earned. 

In  many  cases,  investments  may  be  purchased  from  a particular  cash  fund.  In 
those  cases,  a separate  ledger  card  must  be  maintained  for  each  fund.  If 
there  is  more  than  one  purchase  of  investment  units  from  the  same  fund,  a 
separate  ledger  card  must  be  maintained  for  each  group.  The  reason  for  this 
is  each  purchase  will  have  a different  market  value  and  the  accrued  interest 
purchased  will  be  different.  Therefore,  it  is  absolutely  essential  that  a 
separate  accounting  be  maintained  for  each  purchase  and  for  each  fund  involved 
within  the  group  of  investments. 

Unless  notified  otherwise,  the  State  Board  of  Investments  uses  the  first-in 
first-out  method  of  accounting  for  investment  units  held  by  a local  govern- 
ment. Therefore,  when  investments  are  redeemed,  it  is  essential  that  the 
Board  be  notified  of  the  exact  group  or  groups  that  are  to  be  redeemed. 

Caution  should  be  exercised  to  assure  that  units  being  redeemed  belong  to  the 
particular  fund  making  the  withdrawal. 

The  following  examples  should  illustrate  some  typical  S.T.I.P.  transactions. 
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Transaction  #1:  On  July  21,  1975,  10  S.T.I.P.  units  were  purchased  from  the 

Transportation  fund: 


Per  Unit 


Total 


Market  Value  (Principal)  $ 1,009.26 
Accrued  Interest  Purchased  10.18 


x 10  Units  $ 10,092.60 
x 10  Units  101.80 


Total 


$ 1,019.44 


x 10  Units  $ 10,194.40 


The  accounting  entry  that  would  reflect  this  transaction  is: 

Dr.  Cr. 


Investments  $ 10,091.60 

Accrued  Interest  Purchased  $ 101.80 

Cash  $ 10,194.40 


On  the  date  of  the  next  income  distribution,  November  30,  1975,  the  accrued 
interest  purchased  would  be  returned  together  with  interest  earned  from  the 
date  of  purchase.  The  accounting  entry  to  reflect  a payment  of  $450.00  from 
S.T. I . P.  would  be: 


$ 

Dr. 

450.00 

Cr. 

Accrued  Interest  Purchased 

$ 

101.80 

Interest  Income 

$ 

348.20 

The  receipt  that  would  be  issued  would  be  for  the  amount  of  interest  earned, 
$348.20.  The  total  amount  of  cash  received,  $450.00  in  this  illustration, 
would  not  necessarily  be  the  same  amount,  and  a journal  entry  is  required  to 
properly  record  the  transaction. 

The  investments  are  carried  on  the  books  at  the  purchase  price  from  the  date 
of  purchase  until  finally  disposed  of.  The  purchase  price  will  be  stated  on 
the  S.T.I.P.  statements  as  "market  per  unit"  and  the  total  investments  and 
the  total  accrued  interest  purchased  should  be  calculated  from  the  S.T.I.P. 
statement. 


6/78 


SCHOOL  DISTRICTS 


D 4 


Introduction  to  the  Audit  Program  - cont. 
Investments  - cont. 


State  Short-Term  Investment  Pool  - cont. 


Transaction  #2:  On  January  5,  1976,  10  S.T. I.P.  units  were  purchased  from 

the  General  fund: 


Per  Unit 


Total 


Market  Value  (Principal)  $ 1,011.53 
Accrued  Interest  Purchased  6. 32 


x 10  Units  $ 10,115.30 
x 10  Units  63.20 


Total 


$ 1,017.85  x 10  Units 


$ 10,178.50 


The  ledger  account  would  show  $10,115.30  principal  and  $63.20  accrued  interest 
purchased. 


Transaction  #3:  On  March  30,  1976,  one  unit  from  each  fund  was  to  be  redeemed. 

The  State  Board  of  Investments  was  notified  that  one  unit  from  each  group 
was  to  be  redeemed.  If  the  Board  had  not  been  advised,  both  units  redeemed 
would  have  come  from  the  first  purchase  made  on  July  21,  1975.  On  March  30, 
1976,  the  market  value  was  $1,011.50  per  unit.  The  accrued  interest  per  unit 
on  that  date  was  $8.20.  The  transaction  can  be  analyzed  as  follows: 


Transport- 

General 

ation 

Fund 

Unit 

Unit 

Total 

Return  of  Principal 

$ 1,009.26 

$ 1,011.53 

$ 2,020.79 

Accrued  Interest 

Purchased 

-0- 

6.32 

6.32 

Gain  or  (Loss) 

2.24 

(.03) 

2.21 

Interest  Income 

8.20 

1.88 

10.08 

Total 

$ 1,019.70 

$ 1,019.70 

$ 2,039.40 

The  total  amount  the  local  entity  received  was  $2,039.40  which  would  be 
divided  between  the  two  funds  as  follows:  The  Transportation  fund  would  show 

income  of  $10.44  ($1,019.70  - 1,009.26  or  $2.24  gain  + $8.20  interest  income. 

The  receipt  would  be  written  for  $10.44.).  The  General  fund  would  receive 
the  same  amount,  but  the  accounting  for  this  amount  would  be  somewhat  different 
since  the  Transportation  fund  had  already  received  the  accrued  interest 
purchased  of  $10.18  on  November  30,  1975,  and  the  purchase  price  was  different. 
The  breakdown  for  the  General  fund  would  show  a return  of  principal  of  $1,011.53, 
a return  of  accrued  interest  purchased  of  $6.32,  a loss  on  the  sale  of  $ .03, 
and  interest  income  of  $1.88.  The  receipt  would  be  written  for  $1.85.  No 
receipt  would  be  written  for  the  return  of  principal  and  accrued  interest.  Most 
local  governments  will  combine  any  gain  or  loss  on  the  sale  of  the  S.T. I.P. 
unit  with  the  interest  earned  and  record  the  net  amount  as  interest  income. 
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Investment  records  should  be  maintained  at  the  school  district  and  the  county 
treasurer's  office  for  information  that  pertains  to  the  purchase  and  redemption 
of  S.T.I.P.  investments.  These  records  should  reflect: 

1.  Date  of  transactions; 

2.  Nature  of  transaction  (buy,  sale,  income  distribution,  etc.); 

3.  Number  of  units  involved; 

4.  Unit  market  value; 

5.  Total  market  value; 

6.  Unit  accrued  interest  purchased; 

7.  Total  accrued  interest  purchased; 

8.  Unit  selling  price;  . ^ . . . 

9.  Total  investment  balance  (total  market  value  plus  total  accrued 

interest  purchased); 

10.  Gain  or  loss; 

11.  Interest  earned; 

12.  Receipt  number. 
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1.  Physically  inspect  and  count  all  investments,  and  prepare  an  inventory 

of  all  investments  as  of  the  end  of  the  fiscal  year  showing  the  ownership 
by  fund,  the  date  of  issue,  the  description,  the  original  cost,  the 
current  cost  value,  the  maturity  date,  the  number  of  units,  and  the  par 
value.  Investments  should  consist  only  of  direct  obligations  of  the 
U.S.  Government  payable  with  180  days  from  the  time  of  the  investment, 
bank  time  deposits  or  savings  accounts,  deposits  in  building  or  savings 
and  loan  associations,  and  deposits  under  the  directior  of  the  State 
Board  of  Investments.  (16-2618(8),  79-311,  and  16-2050(2)). 

2.  Prepare  a schedule  of  investments  owned  at  the  beginning  of  the  audit 
period,  investments  purchased  and/or  redeemed  during  the  audit  period, 
and  investments  held  at  the  close  of  the  audit  period. 

3.  Compare  the  balance  remaining  per  the  above  schedule  with  the  invest- 
ments actually  on  hand  at  the  end  of  the  audit  period.  Account  for  all 
changes  occurring  during  the  audit  period.  Satisfy  yourself  that  matured 
investments  have  been  redeemed  and  appropriately  accounted  for  to  the 
proper  fund. 

4.  Verify  that  interest  received  is  credited  to  the  fund  that  made  the 
investment.  (16-2050(2)  and  16-2618(8)). 

5.  Verify  that  the  county  treasurer  retains  custody  of  all  investments  of  the 
school  district. 

6.  Verify  that  all  investments  authorized  are  purchased  by  a treasurer's 
check  or  bank  advice.  No  claim  or  warrant  should  be  used. 

7.  Verify  that  the  school  district  trustees  approve  all  investments  of  the 
entity,  as  evidenced  by  a complete  record  in  the  minutes  of  the  board 
meetings. 

8.  Ascertain  that  the  rate  of  interest  paid  the  school  district  is  no  less 
than  the  rate  of  interest  paid  on  money  from  private  sources  on  the 
same  terms.  If  the  rate  is  found  to  be  less,  the  board  should  be  made 
aware  of  this  fact.  (16-2618(1)). 

9.  Verify  that  investments  are  not  being  held  by  a fund  that  has  a cash 
account  overdraft.  (16-2618(8)). 

10.  Obtain  bank  verifications  of  all  transactions  during  the  audit  period, 

including  pruchases  and  sales  of  investments  and  interest  earned,  whether 
paid  or  accrued. 
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11.  Obtain  verifications  of  S.T.I.P.  investments  from  the  State  Board  of 
Investments. 

12.  Verify  that  all  interest  paid  is  recorded  and  deposited  with  the  County 
Treasurer,  and  that  all  interest  accrued  is  recorded  when  accrued  and 
the  value  of  the  investment  increased  accordingly  on  the  records. 


C 
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As  in  other  governmental  units,  the  operations  of  a school  district  are  based 
on  a fiscal  budget.  The  fiscal  budget  for  each  budgeted  fund  is  formulated 
on  the  basis  of  the  prior  year's  revenues  and  expenditures,  estimates  for 
revenues,  and  the  requirements  for  expenditures  for  the  ensuing  fiscal  year. 
The  fund  structure  in  the  school  district  is  not  limited  to  budgeted  funds 
as  there  are  certain  nonbudgeted  funds  available  for  use.  Receipts  to 
these  funds  are  of  a limited  source  and  expenditures  are  clearly  defined 
as  to  nature  by  statute. 

A "budgeted  fund"  is  defined  as  a fund  for  which  a budget  must  be  adopted 
in  order  to  expend  moneys  from  such  fund.  A "nonbudgeted  fund"  is  defined 
as  a fund  for  which  a budget  is  not  required  in  order  to  expend  any  moneys 
deposited  in  such  fund.  (75-6801). 

Expenditures  of  a budgeted  fund  are  limited  to  its  budget  amount,  and 
expenditures  of  a nonbudgeted  fund  are  limited  to  its  cash  balance. 

Listed  below  are  some  budgeted  and  nonbudgeted  funds.  (75-6801). 


Budgeted  Funds 
General 

Transportation 
Bus  Depreciation  Reserve 
Elementary  Tuition 

Retirement 
Debt  Service 
Comprehensive  Insurance 
Leased  Facilities 
Non-Operating 
Adult  Education 
Building  Reserve 
Post-Secondary  Vocational  Technical 
Miscellaneous  Federal  Programs  (Grants) 


Nonbudgeted  Funds 
Building 

Housing  and  Dormitory 
Food  Services 

Miscellaneous  Federal  Programs  - 
(Reimbursement  Portion  Only) 
Traffic  Education 
Interlocal  Co-Operative 


The  general  fund  comprises  the  major  portion  of  the  district  operation.  The 
budget  for  the  general  fund  is  made  up  of  a series  of  expenditure  line  items 
(programs).  Each  expenditure  line  item  or  program  has  sub-line  items  (expendi- 
ture categories).  Statutes  allow  the  transfer  of  appropriations  from  one  item 
to  another.  This  applies  to  all  budgeted  funds.  (75-6812). 

Revenues  of  the  general  fund  are  primarily  based  upon  the  Foundation  Program. 
Section  75-6906,  as  amended,  defines  the  Foundation  Program  as  ".  . . the 
minimum  operating  expenditures  as  established  herein,  that  are  sufficient  to 
provide  for  the  educational  program  of  a school.  Under  the  law,  the 
Foundation  Program  is  based  on  enrollment,  and  varies  in  proportion  to  the 
enrollment  classification  of  the  school. 
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General  Fund  - cont. 

Enrollment,  under  the  Foundation  Program  Law,  is  translated  by  a specified 
formula  into  "average  number  belonging  - ANB",  which  results  in  a relation- 
ship between  the  number  of  pupils  enrolled  in  a school  and  the  number  of 
school  days  for  Foundation  Program  calculations.  (75-6902). 

The  actual  budget  for  operating  a school  (exclusive  of  transportation,  debt 
service,  and  other  supplemental  budgets)  must  equal  at  least  the  Foundation 
Program  - the  minimum  amount  for  operating  a school  as  defined  by  law;  in 
most  instances,  the  actual  school  budget  exceeds  the  minimum  established 
as  the  Foundation  Program.  A maximum  budget  is  fixed  by  law  for  general 
maintenance  and  operation;  the  maximum  may  be  exceeded  only  by  voted 
authorization.  The  total  school  budget  may  include  budgets  for  specific 
purposes,  in  addition  to  the  general  maintenance  and  operation  (general 
fund)  budget.  This  outline  describes  only  the  financing  of  the  general 
fund  budget. 

The  following  is  an  outline  of  revenue  funding  for  school  district  general 
funds  based  upon  the  Foundation  Program  with  voted  and  non-voted  require- 
ments. Also  attached  is  Schedule  A which  shows  the  basic  diagram  of  the 
voted  and  non-voted  requirement. 

A.  Basic  County  Equalization 

A mandatory  basic  county  tax  is  levied  on  property  in  the  county, 

25  mills  for  elementary  schools  and  15  mills  for  high  schools. 

(75-6912  and  75-6913). 

Moneys  from  these  levies  are  apportioned  to  school  districts  according 
to  a statutory  formula  for  county  equalization  aid.  (75-6914  and 
75-6915). 

B.  State  Equalization  Aid 

If  Foundation  Program  requirements  exceed  the  total  income  from 
the  school's  proportionate  share  of  the  basic  county  levy,  the 
school  may  then  receive  State  equalization  aid  according  to  a schedule 
established  by  the  Foundation  Program  Law. 

State  equalization  aid  is  derived  from  25%  of  revenue  from  State 
income  taxes,  25%  from  corporation  license  taxes,  62%%  of  the  State's 
share  of  U.S.  oil  and  gas  and  other  mineral  royalties,  the  interest 
from  the  investments  of  the  public  school  funds  and  the  income  from 
the  rentals  of  public  school  land,  10%  from  the  State  coal  tax, 
surplus  from  the  25  mill  elementary  and  15  mill  high  school  levies, 
any  other  sources  provided  by  law,  and  appropriations  made  by  the 
legislature.  (75-6916). 
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C.  Statewide  Deficiency  Levy 

When  the  available  State  equalization  aid  is  insufficient  to  permit 
the  State  to  provide  its  share  of  the  total  Foundation  Program  as 
established  by  statutory  schedule,  the  amount  of  the  State's 
deficiency  must  be  raised  by  levying  an  additional  tax  on  all  property 
in  the  State  to  bring  the  district's  school  revenue  up  to  the  full 
amount  of  the  Foundation  Program.  (75-6921). 

The  Foundation  Program  does  require  a basic  minimum  expenditure  for 
school  operation,  with  the  provision  that  additional  taxes  be 
levied  to  support  this  expenditure  when  State  revenues  are  insufficient 
to  pay  the  State's  scheduled  share. 

D.  District  Permissive  Levy 

The  above  sources  of  revenue  are  utilized  for  general  fund  budgets 
which  do  not  exceed  the  minumum  Foundation  Program.  For  a general 
fund  budget  which  exceeds  the  Foundation  Program  by  an  amount  of  not 
more  than  25%,  the  latter  amount  of  revenue  may  be  raised  by  levying 
additional  tax  of  not  more  than  9 mills  in  elementary  school  districts 
and  not  more  than  6 mills  in  high  school  districts  on  the  property  of 
the  district.  These  levies  may  be  imposed  without  vote  of  the 
electors.  (75-6906  and  75-6922). 

E.  State  Permissive  Levy 

The  balance  of  the  permissive  amount  will  be  raised  by  a state-wide 
levy  and  distributed  to  the  various  school  districts.  (75-6922). 

The  maximum  budget  that  can  be  adopted  without  the  approval  of  the 
vote  of  the  electors  is  the  sum  of:  the  Foundation  Program,  which 
is  80%,  and  the  maximum  permissive  amount  which  is  the  other  20%. 

F.  District  Levy 

Revenue  required  for  a general  fund  budget  in  excess  of  that  derived 
from  the  above  sources  may  be  raised  by  an  additional  levy  on  the 
property  in  the  district,  if  the  electors  of  the  district  vote 
to  approve  this  additional  levy  and  such  amount  does  not  exceed  the 
maximum  budget  increase  allowed  by  the  legislature.  (75-6923). 

Such  a voted  levy  may  be  used  to  meet  those  financial  requirements 
of  the  general  fund  budget  which  are  not  met  by  other  means. 
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Voted 
Amount, 
If  Any 


100%' 


Permissive 

Amount 


Addi tional 
State  Levy 
for  any 
deficiency 
in 

Foundation 

Program 

Revenue 


GENERAL  FUND  BUDGET 


District 

Levy 

State  Levy 

District 
Levy  of 

9 mills  Elementary 
6 mills  High  School 

State 

Equal izati on 
Aid 

County 

Equalization 

Aid 

From 

Basic 

County 

Levy 

TOTAL  GENERAL 
FUND  BUDGET 


MAXIMUM  BUDGET 
WITHOUT  VOTE* 


FOUNDATION 

PROGRAM 


* Amount  for  any  school  for  Maximum  Budget  Without  Vote  (and  Foundation  Program) 
set  by  statutory  schedule  and  approved  allowable  Special  Education  Costs. 
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Cash  Reserves 

In  order  to  provide  the  necessary  cash  to  pay  warrants  issued  during  the  period 
July  1,  and  ending  December  30,  the  following  funds  are  authorized  by  law  to 
carry  reserves: 


General  Fund:  Authorized  36%  of  the  final  general  fund  budget, 

excluding  new  cash  added  to  reserve,  for  the  next 
ensuing  school  fiscal  year.  (75-6924). 

Transportation  Fund:  Authorized  20%  of  the  final  transportation  fund 

budget,  excluding  new  cash  added  to  reserve  and 
budget  item  02-00-0585,  for  the  next  ensuing  fiscal 
year.  (75-7021 (3f) ) . 


Retirement  Fund:  Authorized  35%  of  the  final  retirement  fund  budget, 

excluding  new  cash  added  to  reserve,  for  the  next 
ensuing  school  fiscal  year.  (75-7204 ( lb) ) . 


All  other  budgeted  funds  must  reappropriate  their  cash  balances,  net  of  out- 
standing warrants,  except  the  bus  depreciation  and  building  reserve  funds, 
which  are  authorized  to  keep  their  total  cash  balances  as  reserves. 


Bus  Depreciation  Reserves 

It  has  been  noted  over  the  past  fiscal  years  that  several  school  districts  do 
not  fill  in  the  budget  item  03-00-0564  when  purchasing  a new  bus.  Nor  do  they 
record  the  cash  balance  that  has  accumulated  for  each  individual  bus.  Budget 
item  03-00-0564  must  be  filled  in  when  buses  are  being  purchased. 

Section  75-7024  states  that  a separate  depreciation  reserve  should  be  maintained 
within  the  fund  for  each  bus  being  depreciated.  When  a bus  is  traded-in,  only 
the  moneys  set  aside  for  that  particular  bus  can  be  used  to  replace  it.  If  a 
bus  is  not  traded-in,  then  none  of  the  reserve  funds  can  be  used.  (Note:  The 

above  procedures  must  also  be  followed  for  the  depreciation  and  purchase  of 
two-way  radios. ) 


Debt  Service  Funds 

Section  75-7129  was  amended  in  1975  to  allow  all  special  improvement  district 
assessments  to  be  budgeted  for  and  paid  out  of  the  debt  service  fund. 

Section  75-7129  requires  the  trustees  to  prepare  the  budget  for  the  debt 
service  fund  which  is  to  include  an  amount  of  money  sufficient  to  pay  all  of 
the  interest  and  principal  coming  due  during  the  ensuing  school  fiscal  year. 
Thus,  it  is  conceivable  that  there  might  occasionally  be  a cash  fund  over- 
draft due  to  the  tax  delinquencies,  but  there  should  never  be  a budget 
overdraft  if  the  budget  is  properly  prepared. 
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Cash  Reserves 

In  order  to  provide  the  necessary  cash  to  pay  warrants  issued  during  the  period 
July  1,  and  ending  December  30,  the  following  funds  are  authorized  by  law  to 
carry  reserves: 

General  Fund:  Authorized  35%  of  the  final  general  fund  budget, 

excluding  new  cash  added  to  reserve,  for  the  next 
ensuing  school  fiscal  year.  (75-6924). 

Transportation  Fund:  Authorized  20%  of  the  final  transportation  fund 

budget,  excluding  new  cash  added  to  reserve  and 
budget  item  02-00-0585,  for  the  next  ensuing  fiscal 
year.  ( 75-7021 ( 3f) ) . 


Retirement  Fund:  Authorized  35%  of  the  final  retirement  fund  budget, 

excluding  new  cash  added  to  reserve,  for  the  next 
ensuing  school  fiscal  year.  (75-7204 ( lb ) ) . 


All  other  budgeted  funds  must  reappropriate  their  cash  balances,  net  of  out- 
standing warrants,  except  the  bus  depreciation  and  building  reserve  funds 
which  are  authorized  to  keep  their  total  cash  balances  as  reserves. 


Bus  Depreciation  Reserves 

It  has  been  noted  over  the  past  fiscal  years  that  several  school  districts  do 
not  fill  in  the  budget  item  03-00-0564  when  purchasing  a new  bus.  Nor  do  they 
record  the  cash  balance  that  has  accumulated  for  each  individual  bus.  Budget 
item  03-00-0564  must  be  filled  in  when  buses  are  being  purchased. 

Section  75-7024  states  that  a separate  depreciation  reserve  should  be  maintained 
within  the  fund  for  each  bus  being  depreciated.  When  a bus  is  traded-in,  only 
the  moneys  set  aside  for  that  particular  bus  can  be  used  to  replace  it.  If  a 
bus  is  not  traded-in,  then  none  of  the  reserve  funds  can  be  used.  (Note:  The 

above  procedures  must  also  be  followed  for  the  depreciation  and  purchase  of 
two-way  radios.) 

Debt  Service  Funds 

Section  75-7127  was  amended  in  1975  to  allow  all  special  improvement  district 
assessments  to  be  budgeted  for  and  paid  out  of  the  debt  service  fund. 

Section  75-7127  reguires  the  trustees  to  prepare  the  budget  for  the  debt 
service  fund  which  is  to  include  an  amount  of  money  sufficient  to  pay  all  of 
the  interest  and  principal  coming  due  during  the  ensuing  school  fiscal  year. 
Thus,  it  is  conceivable  that  there  might  occasionally  be  a cash  fund  over- 
draft due  to  the  tax  delinquencies,  but  there  should  never  be  a budget 
overdraft  if  the  budget  is  properly  prepared. 
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Comprehensive  Insurance  Fund 

This  fund  had  been  restricted  by  Attorney  General's  Opinion  No.  44,  Volume  35, 
for  the  payment  of  liability  insurance  only.  However,  A.G.O.  No.  109,  Vol . 37 
reversed  this  opinion  and  stated  that  the  tax  provided  by  Section  82-4309  may 
be  used  to  fund  all  policies  of  insurance  required  or  permitted  by  law. 

Credit  of  Refund 

Whenever  a school  district  deposits  with  the  county  treasurer  a refund  or 
rebate,  the  county  treasurer  shall  credit  the  budgeted  fund  to  which  it  is 
deposited  and  restore  the  school  district's  spending  authority  in  that  fund  in 
the  amount  of  the  refund  or  rebate.  (75-6811.2). 

Special  Education  Budget 

Even  though  the  special  education  budget  is  part  of  the  general  fund  budget  a 
separate  set  of  budget  records  must  also  be  maintained  for  those  expenditures 
relating  directly  to  special  education.  Section  75-7813.1  sets  forth  the 
allowable  cost  schedule  for  special  education  programs. 

OFFICIAL  STEPS  IN  COMPLETING  THE  DISTRICT  BUDGET  FORM 


By  April  10,  the  county  superintendent  completes  the  first  column  on  pages  2, 
3,  and  4 of  the  District  Budget  Form,  entering  the  actual  amounts  expended 
and  received  in  the  last  completed  school  year  by  each  district  in  each  of 
the  budgeted  funds  which  the  district  used.  The  county  superintendent 
transmits  the  budget  form,  with  the  first  column  thus  completed,  to  the 
district  for  use  in  preparing  the  preliminary  budget  for  the  next  (ensuing) 
school  year.  (75-6705). 

The  board  of  trustees,  before  they  meet  to  adopt  a preliminary  budget,  directs 
the  clerk  to  complete  the  second  column  on  pages  2,  3,  and  4 of  the  District 
Budget  Form,  entering  the  amounts  approved  for  all  expenditures  in  each  fund, 
and  the  revenue  anticipated  in  each  fund,  for  the  school  year  which  is  in 
progress  (current  year) . 

When  the  board  of  trustees  meets  to  consider  the  budget  for  the  ensuing  year, 
two  important  pieces  of  data  are  available  for  the  board's  guidance:  (1) 

complete  financial  data  for  the  more  recently  completed  full  year;  (2)  best 
available  financial  data  for  the  year  in  progress. 

With  this  information,  the  board  of  trustees  prepares  a preliminary  budget 
of  expenditures  for  each  of  the  funds  used  by  the  district,  based  on  past 
and  present  experience  as  indicated  by  the  data  shown  in  the  first  and 
second  columns  of  the  budget  form,  and  based  on  future  needs  as  indicated  by 
enrollment  and  census  trends  in  the  district.  Thus  the  third  column  on  the 
budget  form  for  estimated  expenditures  for  the  ensuing  year  is  prepared,  and 
the  amounts  therein  are  approved  on  the  fourth  Monday  of  June.  The  board  of 
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trustees  then  returns  to  the  county  superintendent  the  preliminary  budget 
approved  by  them,  accompanied  by  a list  of  all  positions  and  salaries,  when 
more  than  one  salary  in  included  in  the  budget,  plus  lists  of  any  tuition  or 
transportation  payments  to  be  made  to  or  received  from  other  districts  or 
schools,  plus  four  signed  copies  of  all  transportation  contracts  for  which 
expenditures  are  budgeted.  (75-6707). 

The  county  superintendent,  in  July,  gathers  all  data  required  to  arrive  at 
the  amounts  of  the  various  levies  required  to  finance  the  expenditures  for  the 
next  year.  This  data  includes,  for  each  district:  (1)  the  average  number 

belonging  for  the  year  just  completed  including  a report  of  state-approved 
pupil  instruction-related  days  for  the  year  just  completed;  (2)  the  exact 
Foundation  Program;  (3)  the  state  equalization  percentage;  (4)  the  percentage 
to  which  the  Foundation  Programs  in  the  county  are  expected  to  be  equalized 
by  county  funds;  (5)  the  taxable  valuation  of  the  district;  (6)  the  total 
amount  budgeted  for  expenditure  in  each  fund;  and  (7)  the  cash  balance,  as 
of  June  30,  in  each  fund,  together  with  outstanding  warrants.  (75-6713  and 
75-6712). 

In  certain  instances,  the  county  superintendent  needs  additional  information 
from  the  districts.  For  districts  providing  transportation,  copies  of  all 
transportation  contracts  are  required.  For  districts  operating  isolated 
schools,  formal  approval  of  isolation  is  necessary.  For  any  school  which 
was  not  in  operation  last  year,  official  approval  of  opening  or  reopening 
is  needed  before  the  final  budget  can  be  established.  For  any  district 
allowed  an  increase  in  ANB  because  of  the  closing  of  another  school,  or 
an  ANB  transfer  from  a self-contained  special  education  classroom,  official 
approval  of  the  increase  is  necessary.  The  records  showing  official 
approval  are  necessary  for  budgets  utilizing  increased  ANB  due  to  unusual 
enrollment  increase.  Approval  of  allowable  costs  for  special  education 
programs  are  also  necessary  as  are  approvals  of  ANB  for  the  initial  year 
of  operating  a kindergarten  program  and  approval  for  the  initial  year  of 
seventh  and  eighth  grades  or  middle  school  funding.  Also  approval  of  ANB 
granted  because  of  early  graduation  from  high  school  is  necessary.  (75-6712). 

When  consolidation  or  annexation  has  affected  a district's  bonded  indebted- 
ness, a record  of  the  change  and  the  debt  assumed  by  consolidation  or 
annexation  is  needed. 

For  a district  using  the  Building  Reserve  Fund  budget,  it  is  necessary  to 
have  a record  of  the  date  of  the  election  authorizing  its  use,  the  total 
amount  of  the  reserve  fund  authorized,  the  number  of  years  authorized,  and 
the  amount  to  be  acquired  per  year.  (75-7206). 
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To  complete  the  data  required  for  revenue  calculations,  the  county  superin- 
tendent must  have  certain  data  pertaining  to  the  county,  including:  (1)  the 
taxable  valuation  of  the  county;  (2)  county  revenues  from  miscellaneous  sources, 
such  as  Taylor  Grazing,  Forest  Funds,  etc.,  which  are  available  for  schools, 
and;  (3)  the  county's  obligation  for  tuition  for  high  school  pupils  who 
attended  school  the  preceding  year  outside  of  the  county.  (75-6710  and  75-6711). 

On  the  fourth  Monday  in  July,  the  trustees  of  each  district  shall  meet  to  con- 
sider the  preliminary  school  budget.  Upon  approval  and  adoption  of  a final 
budget  for  each  district,  the  trustees  shall  determine  the  amounts  to  be 
raised  by  tax  levies.  On  the  basis  of  the  financial  requirements  thus  estab- 
lished, the  county  commissioners,  at  a meeting  on  the  second  Monday  in  August, 
fix  tax  levies  on  school  district  and  county  property.  (75-6713  and  75-6717). 

The  county  superintendent  completes  copies  of  the  budget  forms,  showing  the 
final  approved  budget,  and  transmits  the  required  data  to  the  districts,  the 
county  treasurer,  and  the  Superintendent  of  Public  Instruction.  (75-6719). 

Authorized  Tax  Levies 

The  basic  section  authorizing  the  levying  of  district  taxes  for  school  purposes 
is  Section  75-6717,  which  states  that  the  county  commissioners  will  levy 
"all  district  and  county  taxation  required  to  finance,  within  the  limitations 
provided  by  law,  the  final  budgets  and  any  emergency  budgets  of  all  districts 
of  the  county".  Thus,  there  is  not  specifically  stated  a maximum  tax  levy 
in  terms  of  millage.  Several  funds  do  have  specific  maximums,  as  follows: 

Adult  Education  - 1.00  mill  maximum  (75-7207) 

Post  Secondary  Vocational -Technical  - 1.00  mill  maximum  (75-7709) 

In  general,  however,  the  mill  levy  to  be  set  will  be  determined  by  the  budgets 
as  adopted,  as  set  forth  in  the  preceding  pages. 

Some  of  the  funds  and  the  statutory  references  as  appropriate  are: 


Budgeted  Funds: 
General 

75-6901 

Transportation 

75-7020 

Reti rement 

75-7204 

Tuition 

75-7203 

Debt  Service 

75-7129 

Bus  Depreciation 
Reserve 

75-7024 

Building  Reserve 

75-7205 

Comprehensive  Insurance 

82-4309 

Adult  Education 

75-7207 

Post  Secondary 

Vocational -Technical 

75-7208 
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Nonbudgeted  Funds: 
Food  Services 

75-7211 

Building 

75-7213 

Housing  and  Dormitory 

75-7214 

Traffic  Education 

75-7907 

Endowment  Fund 

75-7309 

Miscellaneous  Federal 
Programs  Fund 

75-7212 

Average  Number  Belonging  (ANB) 

The  "average  number  belonging"  or  "ANB"  means  the  average  number  of  regularly 
enrolled,  full-time  pupils  attending  the  public  schools  of  a district.  This 
is  the  key  figure  in  calculating  the  financial  support  a school  district  shall 
receive  under  the  school  foundation  program.  A material  error  in  the  calcula- 
tion of  this  figure  could  have  a substantial  effect  on  the  revenue  derived 
through  the  foundation  program. 

The  ANB  is  computed  by  determining  the  total  of  the  aggregate  days  of  attend- 
ance by  regularly  enrolled,  full-time  pupils  during  the  current  school  fiscal 
year  plus  the  aggregate  days  of  absence  by  regularly  enrolled,  full-time  pupils 
during  the  current  school  fiscal  year,  and  by  dividing  the  total  by  180.  Attend- 
ance for  part  of  a morning  session  or  a part  of  an  afternoon  session  by  a pupil 
shall  be  counted  as  attendance  for  one-half  day. 

Further,  if  a student  spends  less  than  half  his  time  in  the  regular  program 
and  the  balance  of  his  time  in  school  in  the  special  education  program,  he 
shall  be  considered  a full-time  special  pupil  but  shall  not  be  considered  regul- 
arly enrolled  for  ANB  purposes.  If  a student  spends  half  or  more  of  his  time 
in  school  in  the  regular  program  and  the  balance  of  his  time  in  the  special 
education  program  he  shall  be  considered  regularly  enrolled  for  ANB  purposes. 
Further  information  on  the  calculation  of  ANB  is  found  in  Title  75,  Chapter 
69.  This  should  be  reviewed  in  detail  prior  to  the  start  of  any  audit  involv- 
ing a review  of  the  ANB  calculations. 

Beginning  with  the  1978-79  fiscal  year,  the  ANB  as  shown  on  the  Pupil  Data 
and  School  Term  Report  is  to  be  verified  for  both  elementary  and  high  school 
districts  as  part  of  all  audits  conducted  by  department  personnel  or  public 
accountants  under  contract  with  the  department. 

A recent  audit  of  the  special  education  program  by  the  Legislative  Auditor's 
Office  disclosed  certain  discrepancies  in  the  reported  ANB  for  selective 
districts.  The  audit  also  disclosed  that,  in  many  districts,  there  were  no 
attendance  records  to  support  the  ANB  figures.  Therefore,  during  audits  of  the 
1976-77  and  1977-78  fiscal  years,  auditors  should  make  a general  review  of 
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attendance  records  at  the  districts.  If  the  attendance  records  are  not  avail- 
able or  are  not  sufficient  to  support  the  ANB  calculations,  recommendations 
should  be  made  that  attendance  records  be  developed  and/or  retained  to  support 
the  ANB  calculations.  The  districts  should  be  informed  that  the  attendance 
records  in  support  of  the  ANB  calculations  will  be  audited  for  the  1978-79 
fiscal  year. 

In  most  elementary  districts  the  teacher  registers  at  the  various  elementary 
schools,  which  would  in  turn  be  summarized  by  school,  were  sufficient  to  support 
the  ANB  calculations.  Districts  should  be  requested  to  retain  these  records  on 
file.  The  attendance  records  at  most  of  the  high  school  districts,  however, 
were  not  sufficient  to  support  the  calculations.  The  primary  difficulty  was 
the  fact  that  the  students  change  teachers  and  classrooms  several  times  a day, 
each  requiring  a separate  attendance  record.  This  could  also  be  a problem  in 
many  junior  high  schools  and  some  middle  schools.  Most  high  schools  retain 
individual  student  attendance  records;  however,  these  are  often  filed  in 
individual  student  folders  at  the  close  of  the  year. 

Regardless  of  the  type  of  attendance  records  used,  the  districts  should  be 
requested  to  retain  sufficient  documentation  to  support  the  ANB  calculations. 
These  may  take  the  form  of  summary  attendance  records  by  day,  week,  month, 
quarter,  etc.  at  the  various  schools,  or  they  may  retain  separate  student 
records  in  some  manner  that  supports  their  ANB  figures.  Some  form  of  attend- 
ance documentation  must  be  available  at  each  district  for  the  1978-79  fiscal 
year  in  a fashion  that  will  permit  verification  of  the  ANB  calculations. 
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1.  Obtain  a copy  of  the  detailed  budget  as  finally  adopted. 

2.  Review  the  budget  for  completeness  and  accuracy. 

3.  Ascertain  if  the  procedings  and  time  requirements  for  the  development 
and  final  adoption  of  the  budget  are  in  accordance  with  the  requirements 
of  Sections  75-6713,  75-6716,  75-6717,  and  75-6719. 

4.  Verify  that  the  budget  line  item  amounts  on  the  final  budget  are  the 
same  amounts  posted  to  the  combined  disbursement  and  budget  register. 

5.  Verify  that  no  budgeted  fund  has  expenditures  in  excess  of  the  amount 
appropriated  on  the  final  budget.  (75-6716  and  75-6811). 

6.  Ascertain  that  line  item  appropriations  are  not  permitted  to  become  over- 
drawn. The  trustees  may  transfer  any  or  all  of  the  excess  appropriation 
amounts  to  any  other  appropriation  item  of  the  same  budgeted  fund. 

(75-6812). 

7.  Verify  that  when  the  trustees  adopt  a total  general  fund  budget  which 
exceeds  110%  of  the  general  fund  budget  for  the  preceding  year,  a notice 
of  this  increase  is  filed  with  the  Superintendent  of  Public  Instruction 
setting  forth  the  reasons.  (75-6923). 

8.  Verify  that  transportation  contracts  are  based  upon  a call  for  bids,  or 
are  renegotiated  with  an  increase  in  cost  of  not  more  than  5 percent  per 
year  over  the  previous  year.  (75-7013). 

9.  Verify  that  the  bus  depreciation  fund  budget  is  as  follows:  (75-7024) 

a.  Each  bus  being  depreciated  must  be  listed  under  item  03  of  the 
budget  schedule; 

b.  Each  bus  that  has  been  depreciated  in  the  past  and  still  owned 
by  the  district  must  reflect  a cash  balance  of  the  depreciation 
taken; 

c.  Depreciation  of  each  bus  listed  must  not  exceed  20  percent  per 
year  of  the  purchase  price.  However  a bus  may  be  depreciated  at 
less  than  20  percent  a year  and  over  a period  of  more  than  5 
years,  but  may  not  exceed  more  than  100  percent  of  the  purchase 
price; 

d.  When  a new  bus  is  being  purchased  and  reserve  funds  are  going 
to  be  used,  the  new  bus  must  be  a replacement  for  an  old  bus. 

The  accumulative  cash  balance  of  all  buses  can  be  applied  towards 
the  new  bus  purchase  price.  (A.G.0.  No.  153,  Vol . 37).  Any 
difference  must  be  budgeted  for  and  paid  from  the  transportation 
fund; 
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e.  Budget  item  03-00-0564  must  be  filled  in  when  the  district  is 
anticipating  an  expenditure  from  the  bus  depreciation  reserve 
fund. 

(Note:  The  above  procedures  must  also  be  followed  for  the  depreciation 

and  purchase  of  two-way  radios.) 

10.  Verify  that  the  elementary  tuition  budget  is  adopted  in  accordance  with 
Section  75-7203. 

11.  Ascertain  that  the  high  school  tuition  is  budgeted  and  paid  from  the 
county  basic  special  tax.  (75-6317  and  75-6913). 

12.  Verify  that  the  retirement  fund  budget  is  only  for  the  employer's 
contributions  and  not  the  employees.  (75-7204). 

13.  Verify  that  the  debt  service  fund  is  budgeted  in  accordance  with 
Section  75-7129.  In  1975,  the  debt  service  had  added  to  its  obligations 
special  improvement  district  assessments.  These  assessments  must  be 
budgeted  for  under  debt  service. 

14.  Verify  that  the  adult  education  fund  budget  does  not  require  a levy 
exceeding  one  mill.  (75-7207). 

15.  Verify  if  a district  has  had  an  emergency  budget  and  if  so,  that  it  is 
adopted  in  accordance  with  Sections  75-6723,  75-6725,  75-6726,  75-6727, 
and  75-6730. 

16.  Verify  that  the  tax  levies  have  been  accurately  calculated. 

17.  Verify  that  any  permissive  levy  does  not  exceed  9 mills  for  elementary 
districts  and  6 mills  for  high  school  districts.  (75-6922). 

18.  Verify  that  anticipated  revenues  do  not  include  an  amount  for  payment  of 
delinquent  taxes.  (16-1904(2)). 

19.  Verify  that  cash  retained  as  reserves,  including  new  cash  added  to  the 
reserves  of  the  general  fund,  transportation  fund,  or  the  retirement 
fund  does  not  exceed  respectively  35  percent,  20  percent,  and  35  percent 
of  the  amount  appropriated  and  authorized  to  be  expended  from  each  fund 
during  the  current  fiscal  year.  (75-6924,  75-7021(3f),  and  75-7204 ( lb) ) . 

20.  Verify  that  the  district  has  not  been  overdrawing  the  cash  balances  of 
any  fund. 
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21.  If  a district  is  overdrawing  the  general  fund,  transportation  fund,  or 
retirement  fund,  a review  of  the  cash  reserves  should  be  made. 

22.  Verify  that  the  cash  of  all  other  budgeted  funds  is  reappropriated, 
with  the  exception  of  the  bus  depreciation  reserve  and  the  building 
reserve  funds. 

23.  Verify  that  the  county  treasurer's  cash  balances,  including  any  invest- 
ments, for  each  fund  at  June  30,  less  any  outstanding  warrants  and 
reserves,  agrees  with  the  cash  reappropriated  shown  on  the  budget 
calculation. 

24.  Compare  estimated  revenues  as  reported  on  the  budget,  with  actual  revenues 
and  investigate  any  major  differences.  Make  a comparative  schedule  of 
actual  tax  revenues  received  by  fund,  vs  anticipated  tax  revenues  budgeted. 
Any  major  differences  should  be  investigated. 

25.  Verify  that  any  transfer  of  school  district  budget  has  been  between 
appropriation  items  of  the  same  budgeted  fund,  and  not  between  different 
funds  of  the  same  district  nor  between  similar  funds  of  different  districts. 

(75-6812). 

26.  Test  the  district  levy  collections  for  each  fund  by  comparing  the  actual 
collections  to  the  anticipated  collections;  this  will  give  an  approximate 
comparison  only,  but  any  major  disparity  should  be  revealed  by  this  test 
and  investigated. 

27.  Verify  that  the  budget  is  restored  for  refunds  and  rebates  deposited  to  a 
budgeted  fund.  (75-6811.2). 

28.  Review  the  district's  attendance  records  and  determine  whether  they  appear 
to  provide  sufficient  documentation  for  the  average  number  belonging  (ANB) 
figure  shown  on  the  Pupil  Data  and  School  Term  Report.  If  they  do  not 
appear  adequate,  or  if  they  have  not  been  retained,  request  that  the 
district  develop  and/or  retain  attendance  records  that  will  support  the 
ANB  calculations.  Inform  the  district  that  the  calculations  will  be 
audited  for  the  1978-79  fiscal  year. 
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Do cumentation  of  Disbursements 

Since  Section  75-6809.1  was  enacted,  a school  district  is  not  required  to  have 
a signed  claim  for  all  expenditures.  Section  75-6809.1  states: 

"The  expenditure  of  district  moneys,  other  than  employee  contract  payments, 
may  be  authorized  by  the  trustees  when: 

(1)  payee  signed  claims,  wherein  the  payee  attests  to  the  accuracy 
of  claims  and  that  he  has  not  received  the  claimed  amount,  have 
been  issued  to  the  district;  or 

(2)  the  payee  has  provided  the  district  with  an  invoice  or  other 
document  identifying  the  quantity  and  total  cost  per  item 
included  on  the  invoice. 

The  intention  of  this  section  is  to  provide  sufficient  documentation  for 
each  expenditure  of  district  moneys." 

In  reference  to  and  in  addition  to  the  above,  it  is  requested  that  the  following 
procedures  be  followed  in  expending  school  district  moneys: 

1.  A claim  or  "coding  apron"  should  be  on  file  for  each  district 
expenditure  other  than  employee  contract  payments; 

2.  If  there  is  an  invoice  or  other  document  identifying  the  quantity 
and  total  cost  per  item  attached  to  the  claim  or  "coding  apron",  the 
claimant's  signature  is  not  required; 

3.  If  supporting  documentation  is  not  attached  to  the  claim  or  "coding 
apron",  the  claimant  must  fill  out  completely  and  sign  the  claim  to 
attest  to  the  accuracy  of  the  claim  and  that  he  has  not  received 
the  claimed  amount; 

4.  The  expenditure  of  district  moneys  may  be  authorized  by  the  trustees 
in  one  of  two  ways: 

a.  by  signing  each  claim  or  "coding  apron";  or 

b.  by  an  entry  in  the  minutes  listing  the  numbers  and  amount 
of  these  claims  approved  for  payment. 

Whichever  method  is  adopted.  Section  75-5932  requires  that  a "detailed 
statement  of  all  expenditures  of  money,  with  the  name  of  any  person 
or  business  to  whom  payment  is  made,  and  showing  the  service  rendered 
or  good  furnished",  should  be  included  in  the  minutes. 

5.  The  claim  or  coding  apron  form  should  contain  the  following  inform- 
tion: 

a.  claim  number; 

b.  warrant  number  (preferably  the  claim  and  warrant  number 
should  be  the  same); 

c.  payee; 

d.  amount; 

e.  fund; 

f.  expenditure  code; 

g.  trustees'  signatures  showing  approval  (unless  approved  in 
the  minutes) ; 
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Documentation  of  Disbursements  - cont. 

5.  cont. 

h.  a description,  including  price  of  the  goods  or  services 
for  which  payment  is  claimed.  (Not  necessary  if  invoices 
or  other  supporting  documentation  is  attached.); 

i.  claimant's  signature  (Not  necessary  if  invoices  or  other 
supporting  documentation  is  attached.); 

j . date  claim  filed; 

k.  date  claim  approved  for  payment. 

In  addition,  a formal  signed  certification  to  the  effect  that  purchases  had 
been  received  should  be  noted  on  the  appropriate  claim  or  "coding  apron" 
and/or  attached  invoice  by  the  individual  who  actually  received  the  articles 
of  merchandise. 

Allocation  of  Costs 

Some  consideration  should  be  given  to  the  manner  in  which  costs  are  allocated 
between  the  elementary  and  the  high  school  districts  to  determine  if  they  are 
made  on  a substantially  equitable  basis.  Watch  this  particularly  in  those 
districts  which  operate  junior  high  schools.  The  cost  of  operating  the  junior 
high  school  should  be  prorated  between  the  elementary  district  and  the  high 
school  district  on  the  basis  of  the  ratio  that  the  number  of  pupils  of  their 
district  is  to  the  total  enrollment  of  the  junior  high  school.  (75-6606). 
Capital  outlay  for  typewriters,  adding  machines,  and  other  equipment  should  be 
paid  out  of  the  budget  of  the  district  which  is  receiving  them,  unless  both 
districts  are  receiving  a benefit  by  the  purchase,  in  which  case  the  cost  should 
be  allocated. 

Advanced  Payments 

In  the  past,  a number  of  districts  would  issue  warrants  in  advance  and  hold 
them  until  the  goods  or  services  were  received,  or  they  would  make  advance 
payments  to  various  companies.  Credit  given  by  these  companies  would  be 
applied  later  against  purchases.  This  is  one  way  districts  have  found  to 
use  up  excess  budget  at  the  end  of  the  fiscal  year. 

There  are  no  statutes  which  allow  a district  to  issue  warrants  in  advance  of 
receiving  goods  or  services.  The  services  must  be  rendered  or  the  supplies 
actually  sold  before  a claim  may  be  filed.  (A.G.O.  Number  27,  Volume  30). 

Lapse  of  Budget 

As  of  June  30  of  each  fiscal  year,  the  budget  appropriations  lapse  with  the 
exception  of  uncompleted  improvements  in  progress  of  construction.  Claims 
presented  under  a lapsed  appropriation  shall  be  an  obligation  of  the  budget 
for  the  next  fiscal  year.  (75-6813). 

Budget  Overdrafts 

Budget  overdrafts  should  be  noted  as  being  contrary  to  Section  75-6716. 
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Cash  Overdrafts 

Cash  overdrafts  should  never  be  allowed  to  occur.  Expenditures  from  budgeted 
funds  that  do  not  exceed  budget  appropriations  may  be  made  even  when  there 
are  insufficient  moneys  available  to  pay  the  warrants.  The  county  treasurer 
is  to  register  school  district  warrants  drawn  on  a budgeted  fund  (16-2604) 
when  there  are  insufficient  moneys  available  in  the  sum  of  moneys  in  all  funds 
of  the  district  to  make  payment  of  such  warrants.  (75-6805(8)).  Expenditures 
from  nonbudgeted  funds,  however,  are  limited  to  and  must  not  exceed  the  cash 
available  in  the  fund.  (75-6811  and  75-6814). 

Supplemental  Expenditures 

Supplementing  expenditures  should  be  paid  directly  to  the  claimant  from  the 
supplementing  fund.  They  should  not  be  transferred  to  the  supplemented  fund. 

Budget  Transfers 

Budget  appropriation  transfers  are  authorized  by  Section  75-6812,  providing 
they  are  within  the  same  fund. 

Cash  Transfers 

Cash  transfers  are  limited  by  specific  statutes  for  certain  funds.  Transfer 
corrections  of  receipting  or  disbursing  errors  may  be  made  but  should  have 
board  approval.  Generally  it  is  recommended  that  funds  which  have  served 
their  purpose  and  are  no  longer  needed  be  closed  in  accordance  with  the  law, 
which  sometimes  requires  voter  approval.  These  funds  should  be  closed  to  the 
general  fund  or  other  specific  funds,  as  required  by  statute.  (75-7024,  75- 
7132,  75-7209,  75-7213,  and  75-7214). 

Travel  Advances,  Mileage,  and  Per  Diem 

These  expenditures  should  be  reviewed  carefully.  A written  policy,  approved 
by  the  board,  should  be  on  hand  governing  travel,  mileage,  and  per  diem 
allowances. 

Purchase  Orders 

Purchase  orders  have  been  in  use  in  some  districts.  Their  use  is  advantageous 
in  providing  control  over  receiving  reports  as  well  as  purchasing  procedures 
and  control  over  obligating  the  district  to  payment  for  goods  ordered.  Some 
districts  use  the  purchase  order  procedures  to  encumber  funds,  which  should 
be  returned  to  zero  at  the  end  of  the  fiscal  year.  Encumbrances  may  not  be 
considered  when  computing  the  cash  balance  available  and  setting  the  levy  for 
the  following  year. 

Travel 

Generally,  the  districts  will  make  travel  advances  to  employees  required  to 
travel.  This  practice  is  acceptable,  but  exception  should  be  taken  if 
there  is  a lack  of  final  and  adequate  accounting.  There  should  be  a sub- 
sequent accounting  by  the  employee  when  he  makes  a refund  of  the  unused 
portion  of  the  advance  or  makes  claim  for  additional  expenses  paid  out  by 
him. 
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Travel  - cont. 

The  board  of  trustees  should  have  established  a policy  regarding  travel  and 
reimbursement  rates.  The  provisions  of  Sections  59-538  and  59-802  do  not 
specifically  include  school  officers  or  employees,  but  generally  the  policies 
as  set  by  the  board  should  be  reasonable. 

All  claims  for  travel  expenses  should  be  reasonable,  adequately  documented, 
and  the  travel  properly  authorized. 

Bids 

The  trustees  shall  advertise  for  bids  whenever  the  estimated  cost  of  any 
building,  furnishing,  repairing,  or  other  work  for  the  benefit  of  the  district, 
or  purchasing  of  supplies  for  the  district,  exceeds  the  sum  or  $4,000.00.  The 
trustees  shall  award  the  contract  to  the  lowest  responsible  bidder,  except 
that  the  trustees  shall  have  the  right  to  reject  any  or  all  bids.  (75-6808). 

Contracts  are  to  be  awarded  to  the  lowest  responsible  bidder  who  is  a resident 
of  the  State  of  Montana  and  whose  bid  is  not  more  than  three  percent  (3%) 
higher  than  that  of  the  lowest  responsible  bidder  who  is  a nonresident  of  this 
State.  (82-1924).  Bids  for  public  contracts  must  include  bid  security  of  at 
least  10%  of  the  bid  price  and  be  paid  by  cash,  check,  money  order,  draft,  or 
surety  bond.  (6-501). 

Warrants 

A warrant  is  not  a negotiable  instrument.  It  is  drawn  upon  the  treasury  of 
a governmental  unit,  not  upon  a bank.  A school  district  warrant  is  an  order 
by  the  board  of  trustees  authorizing  payment  of  a legal  claim  against  the 
school  district.  The  warrant  is  drawn  by  the  district  clerk,  directing  the 
county  treasurer  to  pay  a specified  amount  to  the  person  named,  or  bearer. 

The  warrants  are  to  be  signed  by  the  chairman  of  the  board  of  trustees  and 
the  district  clerk.  (75-6810). 

Registered  Warrants 

The  county  treasurer  is  to  register  school  district  warrants  drawn  on  a 
budgeted  fund  (16-2604)  only  when  there  are  insufficient  moneys  available  in 
the  sum  of  moneys  in  all  funds  of  the  district  to  make  payment  of  such  warrants. 
(75-6805(8)).  When  registering  the  warrant,  the  county  treasurer  must  endorse 
"Not  Paid  for  Want  of  Funds"  on  its  face,  showing  the  date  of  presentation  and 
his  signature.  The  warrant  shall  then  bear  interest  from  that  time  until  paid 
at  a rate  fixed  by  the  board  of  trustees.  (16-2604).  When  cash  becomes  avail- 
able in  the  funds  which  have  warrants  registered  against  them,  the  warrants 
should  be  redeemed  in  the  order  of  their  registration. 
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1.  Prior  to  examining  selected  claims  or  supporting  documentation,  review 
the  notes  taken  when  reading  the  minutes.  These  notes  should  include 
minute  entries  regarding  bids,  contracts,  approval  of  expenditures,  etc. 

2.  Notes  should  be  made  on  capital  expenditures  which  can  be  verified  by 
physical  inspection  or  traced  into  the  fixed  asset  inventory  records. 

3.  Examine  selected  claims  to  assure  that  they  are  either  supported  by 
invoices  or  other  documents  identifying  the  quantity  and  total  cost 
per  item,  or  are  itetnized  and  attested  by  the  claimant. 

4.  Verify  that  claims  are  not  being  signed  or  submitted  on  behalf  of  another 
person  who  is  not  receiving  the  payment,  such  as  a supervisor,  foreman, 
teacher,  etc. 

5.  Review  selected  claims,  especially  for  the  month  of  June,  for  issuance  of 
warrants  prior  to  the  receipt  of  goods  or  services.  Entities  will 
occasionally  approve  claims  or  purchase  orders  and  prepare  the  warrant 
prior  to  receiving  the  goods  or  services  in  order  to  obligate  remaining 
budget.  (A.G.O.  Number  27,  Volume  30). 

6.  Verify  that  warrant  dates  are  subsequent  to  the  dates  of  claims,  invoices, 
purchase  orders,  or  any  other  supporting  document. 

7.  Test  selected  documents  for  accuracy  of  extensions  and  addition. 

8.  If  purchase  orders  are  issued,  verify  unit  price  charges  from  the  claim 
or  invoice  with  the  unit  prices  shown  on  the  purchase  order. 

9.  Determine  that  discounts  for  prompt  payments  are  taken  when  available. 

10.  Verify  that  credit  balances  shown  on  invoices  are  caused  by  price  changes, 
returned  goods,  or  other  valid  cause,  and  not  by  deliberate  overpayment. 
This  is  especially  true  around  the  end  of  June,  when  payments  are  sometimes 
made  to  vendors  in  advance  of  the  receipt  of  goods  or  services  and  charged 
to  the  budget  of  the  year  then  ending.  This  will  usually  show  up  on 
invoices  received  in  July  or  August. 

11.  Verify  that  partial  payments  for  goods  or  services  are  adequately 
controlled  to  eliminate  duplicate  paynents  or  overpayments  to  vendors. 

12.  Test  travel  claims  for  meeting  statutory  requirements  and/or  policies 
of  the  school  board.  If  travel  advances  are  allowed,  verify  that  a 
final  accounting  is  required  with  supporting  documentation. 
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13.  Verify  that  no  member  of  the  board  has  any  interest,  directly  or 

indirectly,  in  any  purchase  or  sale  of  supplies,  property,  contracts,  or 
erection  of  any  buildings.  (75-6808). 


14.  Verify  that  any  building,  furnishing,  repairing,  or  other  work  for  the 
district  or  purchasing  of  supplies  that  exceeds  four  thousand  dollars 
($4,000.00)  per  district  is  made  by  contract  let  to  the  lowest 
responsible  bidder  after  advertising  for  bids.  (75-6808).  Verify  that 
bids  for  public  contracts  include  bid  security  of  10%.  (6-501). 


15.  Verify  that  any  awarding  of  architectural  services  in  excess  of  fifty 
thousand  dollars  ($50,000.00)  is  by  contract  and  in  accordance  with 
Sections  75-6815  through  75-6820. 


16.  Verify  by  review  of  specific  claims  and  supporting  documents  that 
certain  funds  which  are  limited  by  statute  for  expenditures,  such  as  the 
housing  and  dormitory  fund,  building  fund,  endowment  fund,  comprehensive 
insurance  fund,  bus  depreciation  fund,  etc.,  have  not  expended  moneys 
outside  of  their  statutory  authority. 

17.  The  examination  should  include  a sampling  of  claims  into  the  budget  and 
expenditure  records  to  establish  that: 

a.  expenditures  are  consistently  classified  in  accordance  with 
the  school  accounting  code; 

b.  warrants  are  drawn  against  the  proper  funds; 

c.  that  claims  and  supporting  documents  agree  with  book  entries 
of  warrants  drawn  in  their  behalf; 

d.  the  footings  in  the  disbursement  register  are  accurate. 

18.  Verify  that  all  vouchers  or  supporting  documents  are  appropriately 
cancelled  (stamped  or  perforated)  to  prevent  duplicate  payments  or 
reuse  of  the  document. 


19.  Prepare  a summary  of  warrant  operations  occurring  in  each  fund  showing: 

a.  the  warrants  outstanding  at  the  beginning  of  the  period; 

b.  the  total  issued; 

c.  the  total  redeemed  and  cancelled;  and 

d.  the  total  outstanding  at  the  end  of  the  period. 

20.  Make  a listing  of  all  outstanding  warrants  by  fund  and  compare  the  amounts 
totaled  by  fund  to  the  above  summary.  Totals  can  be  verified  by  the^ 
reconcilement  of  the  treasurer's  ending  cash  balances  with  the  clerk's 
ending  cash  balance. 
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21.  Warrants  outstanding  for  more  than  a year  may  be  cancelled.  (75-6811.1). 

If  any  warrants  have  been  cancelled: 

a.  verify  that  the  board  has  approved  the  cancellation  by 
appropriate  action,  motion,  resolution; 

b.  verify  that  the  cancelled  warrants  are  listed,  approved, 
removed  from  the  list  of  outstanding  warrants,  and 
receipted  in  as  revenue  on  the  clerk's  records. 


22. 


Examine  a 
a. 


b. 


c. 


d. 


sample  of  warrants  to  determine  that  they:  (75-6810) 
identify  the  budgeted  fund  or  non-budgeted  fund  on  which  the 
warrant  is  drawn; 

identify  the  appropriation  item  of  the  budgeted  fund  or  the 
type  of  expenditure  for  a non-budgeted  fund  on  which  the  warrant 
is  drawn; 

identify  the  warrant  as  an  emergency  warrant,  if  it  is  drawn  on 
an  emergency  budget;  and 

are  countersigned  by  the  chairman  of  the  board  and  the  clerk  of 
the  district. 


23.  Verify  that  a school  clerk  receives  at  least  a quarterly  treasurer's 
report  that  shows  all  warrants  paid,  amounts  and  types  of  revenues 
received,  and  the  treasurer's  cash  balance. 


24.  Compare  the  amounts,  dates,  and  payees  of  a selected  group  of  warrants 
with  corresponding  claims,  and  investigate  any  difference.  Determine 
that  no  warrants  are  prepared  or  signed  prior  to  approval  of  the  claims  or 
supporting  documentation. 

25.  Compare  a selected  group  of  warrants  with  the  amounts  as  listed  in  the 
clerk's  register  of  warrants  issued.  Investigate  to  assure  that  no 
outstanding  warrants  have  been  cancelled  in  order  to  obscure  the  amount 
of  a warrant  currently  issued. 

26.  Compare  the  monthly  totals  of  outstanding  warrants: 

a.  to  ascertain  whether  there  is  a significant  increase  in  the 
total  of  outstanding  warrants  as  of  June  30  which  might  be 
due  to  advance  payments; 

b.  to  determine  whether  the  warrants  outstanding  as  of  June  30  have 
been  paid  by  the  county  treasurer  within  a reasonable  time. 

Check  off  the  outstanding  warrants  paid  during  a few  subsequent 
months,  and  investigate  those  remaining  unpaid,  checking  the 
dates  issued  as  compared  to  the  date  of  invoices  or  claims. 
Determine  whether  any  of  the  warrants  listed  as  outstanding 

are  in  the  possession  of  the  school  clerk. 
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27.  Review  unused  warrants  to  determine  that  no  blank  warrants  have  been 
signed  in  advance. 

28.  Compare  the  endorsement  on  a selected  group  of  warrants  with  the  name  of 
the  payee  and  the  claim,  and  investigate  any  difference. 

29.  Ascertain  that  all  warra'nts  are  accounted  for  including  voided  warrants 
and  unused  warrants. 

30.  Verify  that  any  warrants  issued  under  the  authority  of  any  emergency 
budget  are  plainly  marked  "Emergency"  and  that  they  are  drawn  against 
the  proper  fund.  (75-6810(3)). 

31.  If  a school  district  issues  single-copy  warrants,  verify  that  the  district 
provides  the  county  treasurer,  on  a timely  basis,  with  a fund  by  fund 
listing  of  the  warrants  issued.  If  the  district  issues  triplicate 
warrants,  the  duplicate  copy  should  be  sent  to  the  county  treasurer 

and  the  triplicate  retained  by  the  district.  (75-6810). 

32.  Verify  that  all  warrants  are  prenumbered  and  are  used  in  numerical 
sequence.  Verify  that  no  warrant  numbers  are  changed  or  handwritten  to 
replace  any  warrant  that  might  be  ruined.  Verify  that  there  is  no  supply 
of  blank  warrants  to  be  used  for  this  purpose. 

33.  Verify  that  the  county  treasurer  registers  any  warrants  drawn  on  budgeted 
funds  not  paid  for  want  of  funds.  Also,  verify  that  the  county  treasurer 
does  not  continue  to  pay  warrants  drawn  on  a non-budgeted  fund  that  has 
no  cash  funds  available  for  such  payment.  (16-2604,  75-6805(8),  and 
75-6811). 

34.  If  warrants  are  signed  by  facsimile  signatures,  determine  that  the  use  of 
the  machine,  the  signature  plates,  and  the  keys  are  properly  and 
adequately  controlled.  (75-6810). 
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Introduction 

Salaries  and  wages  in  most  instances  constitute  the  greater  part  of  school 
district's  budget.  The  definition  of  salaries  and  wages  is  controlled  in 
most  instances  by  the  Internal  Revenue  Service.  The  rates  of  pay  for  employees 
are  set  by  the  board  of  trustees. 

Almost  all  compensation  paid  is  subject  to  withholding  for  taxes,  etc.  In 
some  instances,  sums  are  set  for  certain  functions  which  might  be  supplemental  to 
the  contract,  such  as  extracurricular  activities  of  teachers.  These  sums 
are  also  subject  to  withholding,  etc. 

The  rates  of  withholding  vary  for  some  categories.  For  instance,  the  retirement 
withholding  and  matching  in  1977  and  1978  is  as  follows: 


Employee  Employer 


FICA  - 1977  Limit  $16,500.00 

1977 

5.85% 

5.85% 

1978 

6.05% 

6.05% 

Public  Employee  Retirement 

5.25%  (68-2504) 

System 

FY  1977 

6.00% 

(68-1902) 

FY  1978 

6.00% 

5.65% 

Teachers'  Retirement 

6.25%  (75-6207) 

System 

FY  1977 

6.125% 

(75-6207) 

FY  1978 

6.187% 

6.312% 

Unemployment  compensation  deductions  are  required  by  59-1012  and  75-7204. 

Unemployment  compensation  rates  vary  with  the  employer.  Workers'  compensation 
rates  vary  with  different  classifications  of  employment. 

Several  payroll  procedures  may  be  followed  that  are  more  widespread  in  schools 
than  other  entities.  Some  school  districts  have  utilized  computer  services  to 
prepare  payroll  warrants,  which  does  not  appear  to  be  contrary  to  statute  so 
long  as  the  provisions  of  Section  75-6810  are  complied  with.  This  requires 
that  the  warrants  be  countersigned  by  the  chairman  of  the  board  and  the  clerk. 
It  also  permits  the  use  of  facsimile  signatures,  as  authorized  by  Title  59, 
Chapter  13,  provided  that  the  signature  facsimile  device  will  not  be  available 
to  the  other  countersigner. 

1 

Also,  the  trustees  may  elect  to  issue  warrants  for  wages  and  salaries  on  a 
direct  deposit  basis  to  the  employee's  account  in  a local  bank,  with  the 
approval  the  the  employee.  The  employee  must  be  given  an  itemized  statement 
of  payroll  deductions  for  each  pay  period. 
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Introduction  - cont. 

All  non-teaching  employees,  substitute  teachers,  and  teacher's  who  receive 
their  wages  or  salaries  from  Federal  projects  must  use  some  form  of  time  records. 
Teacher's  contracts  may  be  for  9,  10,  or  12  months. 

Group  insurance  for  school  district  units  are  authorized  by  Section  11-1024. 

To  establish  group  insurance,  a two-thirds  vote  of  all  the  employees  of  the 
school  district  is  required.  The  employer's  premium  contributions  may  exceed, 
but  shall  not  be  less  than  $120.00  per  year,  the  amount  specified  by  law. 
(11-1024). 
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1.  Compare  a sampling  of  salaries  and  wages  for  compliance  with  amounts 
fixed  by  the  following: 

A.  Teacher  contracts; 

B.  Non-teaching  employees  contracts; 

C.  Substitute  teachers  contracts; 

D.  Other. 

2.  Examine  time  records  and  note  any  changes,  errors,  or  omissions  and 
verify  the  computation  of  time  worked.  Also  confirm  that  the  time 
records  are  signed  by  the  employee  and  approved  by  the  supervisor. 

Compare  time  records  with  payroll  record  computations. 

3.  Verify  that  the  district  school  payroll  conforms  to  Federal  and  State 
wage  and  hour  provisions.  (Minimum  wages,  overtime  provisions,  etc.) 

4.  Test  payroll  records  accuracy  of  the  following  payroll  deductions: 

A.  Income  taxes  - Federal  and  State; 

B f I C.A. ■ 

C.  Retirement  contribution  - Public  Employees'  Retirement  System 

and  Teachers'  Retirement  System; 

D.  Health  insurance  premiums; 

E.  Credit  union  payments; 

F.  Annuities; 

G.  Other  deductions. 

5.  Test  extensions,  footings,  and  distribution  of  selected  payrolls. 

6.  Compare  detailed  postings  of  selected  payrolls  to  the  employees' 
individual  earning  records. 

7.  Compare  payroll  warrants  with  net  amounts  from  selected  payrolls. 

8.  Compare  payroll  deductions  of  selected  employees'  earning  records 
(particularly  for  those  persons  who  control  the  posting  of  payrolls, 
employee  earning  records,  and  monthly,  quarterly,  or  yearly  returns) 
with  withholding  tax,  social  security,  and  retirement  returns.  Compare 
other  deductions  from  payrolls  with  applicable  reports  or  transmittals. 

9.  If  appropriate,  control  and  distribute  without  advance  notice  all  payroll 
warrants  for  a pay  period.  The  signature  of  each  employee  will  be 
required  to  verify  receipt  of  their  payroll  warrant.  Note  any  unusual 
circumstances  such  as  an  employee  without  identification,  employees  unable 
to  present  job  classification  or  description,  left  over  or  incorrect 
warrants,  employees  not  in  uniform  (if  required),  employees  on  sick  leave, 
vacation  leave,  or  leave  with  pay,  etc.  Compare  employees  signatures 
with  exemption  forms  (W-4)  on  file. 
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10.  Test  selected  W-4  forms  for  number  of  exemptions  and  compare  to  withholding 
tables  used  to  determine  withholding  taxes.  Verify  that  new  W-4  forms 

are  required  before  any  changes  in  number  of  exemptions  is  made  by 

the  payroll  clerk.  Review  policy  for  updating  the  W-4  forms  each  calendar 

year. 

11.  Test  withholdings  reported  on  selected  W-2  forms  with  the  amounts  shown 
on  the  corresponding  employees'  earning  records. 

12.  Where  housing  or  other  allowances  are  included  in  an  employees'  contract, 
determine  if  the  allowance  is  reported  as  income.  Usually,  the  allowance 
is  considered  taxable  income  if  the  allowance  is  not  a requirement  for 
employment. 

13.  Verify  that  any  housing  rental  deducted  from  wages  does  not  reduce  gross 
income  earned  reported  on  the  !J-2  form. 

14.  Confirm  that  the  only  paid  holidays  allowed  are  those  permitted  by  statute. 
(A.G.O.  Number  105,  Volume  36,  which  held  that  for  non-teaching  school 
district  employees,  such  holidays  are  the  "school  holidays"  in  Section 
75-7406  rather  than  the  "legal  holidays.") 

15.  Ascertain  whether  any  employee  who  served  as  a juror  or  was  subpoenaed 
to  serve  as  a witness  either  paid  over  to  the  district  his  juror  or 
witness  fees,  or  counted  his  time  so  spent  as  annual  leave.  (59-1010). 

16.  Any  person  who  is  a member  of  the  organized  National  Guard  of  the  State 

or  who  is  a member  of  the  organized  or  unorganized  Reserve  Corps  of  forces 
of  the  United  States  Army,  Navy,  Marine  Corps,  or  Coast  Guard,  which  now 
exist  or  may  be  created  at  any  time  in  the  future  by  proper  authority, 
and  who  is  an  appointee  or  employee  o'  the  State  of  Montana,  or  any  of 
its  departments  or  any  county  or  city  within  the  State,  (also  school 
employees)  and  who  has  been  such  appointee  or  employee  for  a period  of 
six  months,  shall  be  given  leave  of  absence  with  pay  for  a period  of 
time  not  to  exceed  fifteen  working  days  in  any  calendar  year  for  attending 
regular  encampments,  training  cruises,  and  similar  training  programs 
authorized  by  the  Secretary  of  Defense  of  the  United  States  without  the  time 
being  charged  against  him  or  his  annual  vacation.  (School  Employees 
Reference:  A.G.O.  Number  35,  Volume  36  and  77-2104). 
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General  Fund 

1.  Obligations  of  other  funds  should  not  be  paid  from  the  general  fund. 

2.  Unauthorized  funds  that  are  closed  should  have  the  balances  transferred 
to  the  general  fund. 

3.  Proceeds  from  the  sale  of  obsolete,  abandoned,  undesirable,  or  unsuit- 
able real  or  personal  property  may  be  deposited  to  the  debt  service  fund, 
the  building  fund,  or  the  general  fund,  or  any  combination,  at  the 
discretion  of  the  trustees.  (75-8205). 

Transportation  Fund 

1.  Some  districts  charge  administrative  salaries  to  this  fund  that  are  not 
related  to  activities  of  transporting  students.  Cost  between  elementary 
and  high  school  districts  should  be  equitable. 

2.  Bus  purchases  can  be  by  installment  contracts  providing  the  contract  does 
not  exceed  three  years  from  the  date  of  purchase.  Also,  bus  purchases 
have  no  bid  requirements,  though  it  would  still  be  in  the  best  interest 
of  the  district  to  do  so.  (75-7011). 

3.  School  bus  transportation  by  a private  party  must  be  by  contract,  after: 

a.  securing  bids  by  publishing  at  least  three  calls  for  bids  in 
a newspaper  of  the  county;  or 

b.  negotiating  a new  contract  with  a current  school  bus  contractor 

as  long  as  the  new  contract  does  not  exceed  the  basic  cost  of 
the  previous  year  by  more  than  5%.  (75-7013). 

4.  Some  districts  provide  their  own  fuel  tanks  and  gas  pumps.  The  districts 
should  maintain  good  controls  over  the  fuel  tanks  and  gas  pumps. 

Bus  Depreciation  Fund 

1.  Buses  sold  outright  should  follow  the  provisions  of  Section  75-8205  for 
the  sale  of  fixed  assets.  There  are  no  provisions  in  the  law  that 
authorize  proceeds  from  the  sale  of  fixed  assets  to  be  deposited  to 
the  bus  depreciation  fund. 

2.  Interest  received  on  investments  must  be  prorated  to  the  individual 
depreciation  reserve  balances  of  the  buses  being  depreciated  or  that 
have  been  depreciated  in  the  past.  ( 16-2618(8) ) . 

3.  In  order  to  use  any  depreciation  reserve  moneys  to  purchase  a replacement 
bus,  the  district  must  trade-in  or  sell  an  old  bus.  In  replacing  any  bus 
which  has  contributed  to  the  fund,  the  trustees  are  not  limited  to  paying 
an  amount  from  the  fund  which  equals  the  accumulated  depreciation  credited 
to  the  fund  on  account  of  the  replaced  vehicle.  (75-7024  and  A.G.0.  No. 
153,  Vol . 37). 

4.  Any  amount  of  money  needed  over  and  above  the  reserve  moneys  to  pay  for 

a replacement  bus  should  be  budgeted  for  and  paid  for  out  of  the  transpor- 
tation fund. 

5.  The  maximum  amount  of  bus  depreciation  that  can  be  taken  each  year  is 
twenty  percent  (20%)  of  the  original  cost.  However,  a bus  can  be 
depreciated  at  a rate  less  than  twenty  percent  (20%)  a year,  extending 
the  depreciation  over  a longer  period  of  time.  (75-7024). 

(Note:  The  above  provisions  also  apply  for  the  purchase  and  depreciation  of 

two-way  radios.) 
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School  Food  Services  Fund 

1.  Schools  receive  State  reimbursement  once  a year,  generally  in  May  or 
June.  This  receipt  is  usually  classified  as  Federal  reimbursement  rather 
than  State.  An  effort  should  be  made  to  separate  and  verify  this  revenue. 

2.  Whenever  a district  receives  non-food  assistance  grant  moneys,  they 
should  deposit  it  to  the  school  food  services  fund  and  expend  it  for 
capital  outlay,  or  rental  of  food  service  equipment. 

Tuition  Fund 

1.  The  elementary  district  should  maintain  a separate  tuition  fund  while 
the  high  school  should  must  pay  tuition  expenses  from  the  general  fund. 
(75-6317  and  75-7203). 

2.  When  tuition  is  received  for  the  elementary  district,  the  elementary 
general  fund  should  receive  the  payment.  If  it  is  for  the  high  school, 
the  high  school  general  fund  should  receive  it.  (75-6317). 

Retirement  Fund 

Only  employer's  contributions  can  be  budgeted  for  and  expended  from  this  fund. 

(75-7204). 

Debt  Service  Fund 

1.  Interest  received  must  be  deposited  to  the  debt  service  fund  from: 
(16-2050(2)) 

a.  accrued  interest  on  the  sale  of  bonds; 

b.  actual  debt  service  fund  investments; 

c.  investments  of  moneys  from  a bond  sale,  at  the  discretion  of 
the  trustees  (75-6806(4),  may  also  go  to  the  building  fund); 

d.  also  building  reserve  fund  interest  on  investments  may  be 
deposited  to  the  debt  service  fund  or  the  building  reserve  fund 
at  the  discretion  of  the  board  of  trustees  (75-7206). 

2.  Sale  of  refunding  bond  proceeds  must  be  deposited  to  the  debt  service 
fund  and  be  used  to  retire  bonds.  (75-7124). 

3.  Refunding  bonds  are  limited  to  ten  years  or  the  unexpired  term  of  the 

bonds  to  be  retired,  and  to  an  interest  rate  not  to  exceed  7%.  (75-7107). 

4.  Special  improvement  district  assessments  must  be  budgeted  for  and  paid 
for  out  of  the  debt  service  fund.  (75-7127  and  75-7129). 

5.  When  all  bond  issues  of  a district  have  been  paid  off,  any  moneys  remaining 
in  the  fund  or  any  moneys  received  that  are  credited  to  the  fund,  must  be 
transferred  to  the  general  fund.  (75-7132). 

6.  Proceeds  from  the  sale  of  obsolete,  abandoned,  undesirable,  or  unsuitable 
real  or  personal  property  may  be  deposited  to  the  debt  service  fund,  the 
building  fund,  or  the  general  fund,  or  any  combination,  at  the  discretion 
of  the  trustees.  (75-8205). 

7.  Amounts  remaining  in  the  construction  fund  after  completion  of  the  project 
should  be  transferred  to  the  related  sinking  fund.  (A.G.0.  Number  28, 
Volume  28). 

8.  The  maximum  amount  for  which  each  school  district  may  become  indebted  by 
the  issuance  of  bonds  and  registered  warrants  is  29%  of  the  taxable  value 
of  the  property  subject  to  taxation.  (75-7104). 
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Miscellaneous  Federal  Funds 

1.  Some  districts  loan  reimbursement  moneys  to  other  grant  funds  until  their 
grant  money  is  received.  This  procedure  was  approved  by  the  State 
Superintendent  of  Public  Instruction  for  reimbursement  moneys  only.  No 
moneys  can  be  loaned  between  grant  funds. 

2.  Indirect  costs  received  for  grant  programs  must  be  deposited  in  the 
reimbursement  account  within  the  miscellaneous  Federal  fund. 

3.  Since  reimbursement  funds  can  be  used  at  the  decretion  of  the  trustees, 
large  cash  balances  should  not  be  allowed  to  build  up.  These  funds  can 
and  should  be  used  to  help  reduce  district  levies. 

4.  Separate  accounts  within  the  miscellaneous  Federal  fund  must  be  maintained 

for  Federal  grant  programs.  All  reimbursement  moneys  should  be  pooled 

into  one  account  within  the  Miscellaneous  Federal  funds.  (75-7212). 

Building  Fund 

1.  Insurance  reimbursement  for  damage  to  any  district  property  must  be 
credited  to  the  building  fund.  (75-7213(4)). 

2.  Interest  earned  on  building  moneys  that  are  not  from  the  sale  of  bonds 
shall  be  deposited  to  the  building  fund.  (75-7213(5)). 

3.  Interest  earned  on  the  investment  of  moneys  realized  from  the  sale  of 
bonds  may  be  deposited  to  the  building  fund,  at  the  discretion  of  the 
board  of  trustees.  (75-6806(4)).  (May  also  go  to  the  debt  service  fund). 

4.  Any  moneys  remaining  in  a building  fund  from  the  sale  of  bonds,  after 

completion  of  the  construction  project,  is  to  be  transferred  to  the  debt 

service  fund.  (75-7213). 

5.  A one  percent  contractors  license  fee  is  to  be  withheld  from  each  payment 
to  a private  contractor  whose  contract  award  is  in  excess  of  one 
thousand  dollars.  The  one  percent  fee  is  to  be  sent  to  the  State 
Department  of  Revenue  within  thirty  days  of  the  contractor's  payment. 
(84-3505(5),. 

6.  Proceeds  from  the  sale  of  obsolete,  abandoned,  undesirable,  or  unsuitable 
real  or  personal  property  may  be  deposited  to  the  debt  service  fund, 

the  building  fund,  or  the  general  fund,  or  any  combination,  at  the 
discretion  of  the  trustees.  (75-8205). 

Building  Reserve  Fund 

1.  The  trustees  of  a district,  before  establishing  a building  reserve  fund, 
must  pass  a resolution  that  specifies: 

a.  the  purpose  or  purposes; 

b.  the  duration  of  time; 

c.  the  total  cost; 

d.  any  other  requirements  under  Section  75-6406  for  the  calling 

of  an  election. 

The  above  must  be  approved  by  the  electors  of  the  district. 
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Building  Reserve  Fund  - cont. 

2.  The  total  of  the  reserve  fund,  when  added  to  the  outstanding  indebted- 
ness of  the  district,  shall  not  exceed  five  percent  (5%)  of  the  assessed 
value  of  the  taxable  property.  (75-7205).  It  should  be  noted  that 
Chapter  566,  Laws  of  1977,  raised  the  limitation  on  outstanding  indebted- 
ness to  twenty  nine  percent  (29%)  of  the  taxable  value  (75-7104),  which,  by 
implication,  might  be  construed  as  raising  the  prohibition  of  Section 
75-7205  to  29%  of  the  taxable  value. 

3.  Interest  from  the  investments  of  reserve  moneys  may  be  deposited,  at 
the  discretion  of  the  trustees,  to  the  building  reserve  fund  or  the 
debt  service  fund.  (75-7206). 

4.  Whenever  a subsequent  bond  issue  is  made  for  the  same  purpose  or 
purposes  of  a building  reserve,  the  money  in  the  building  reserve 
shall  be  used  for  such  purposes  before  any  money  realized  by  the  bond 
issue  is  used.  (75-7205). 

Comprehensive  Insurance  Fund 

1.  A comprehensive  insurance  fund  can  only  be  established  when  the  district 
has  budgeted  and  levied  a tax  for  the  payment  of  liability  insurance.  No 
other  revenues  are  authorized  to  be  used  to  establish  an  insurance  fund. 
(A.G.0.  Number  44,  Volume  35  and  82-4309). 

2.  The  expenditures  of  a comprehensive  insurance  fund  may  be  used  to  fund 
all  policies  of  insurance  required  or  permitted  by  law.  (A.G.0.  No.  109, 

Vol . 37). 

Adult  Education  Fund 

1.  An  adult  education  fund  may  be  established  under  Section  75-7513.  All 
tuition  and  fees  collected  on  behalf  of  the  adult  education  fund  must  be 
deposited  to  this  fund.  (75-7516). 

2.  In  addition  to  tuition  or  fees,  the  school  district,  may  levy  one  mill  on 
the  district  for  the  operation  of  an  adult  education  program  when  the 
Superintendent  of  Public  Instruction  has  approved  the  education  program  to 
be  supported  by  such  levy.  (75-7207). 

Housing  and  Dormitory  Fund 

1.  The  trustees  of  any  district  that  provides  pupil  or  teacher  housing,  or 
rents,  leases,  or  lets  any  buildings  or  facilities  of  the  district  may 
establish  a housing  and  dormitory  fund.  (75-7214). 

2.  Moneys  received  from  the  rental  of  pupil  or  teacher  housing  may  be  deposited 
to  the  housing  and  dormitory  fund,  the  general  fund,  the  debt  service  fund, 
or  any  other  appropriate  fund.  (75-7214). 

3.  Moneys  received  from  the  rental  of  any  building  or  facility  of  the  district 
may  be  deposited  to  any  fund  the  trustees  consider  appropriate  for  any 
proper  school  purpose.  (75-8211). 

4.  The  only  other  receipts  that  can  be  deposited  to  the  housing  and  dormitory 
fund  are  refunds  or  reimbursements  that  pertain  directly  to  the  housing 
and  dormitory  fund. 
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5.  Expenditures  from  this  fund  are  limited  to  the  maintenance  or  operation 
of  the  leased  facilities  or  for  the  acquisition  of  additional  housing 
or  dormitory  facilities.  (75-7214). 

6.  As  of  June  30  of  each  fiscal  year,  the  cash  balance  of  the  housing  and 
dormitory  fund  cannot  exceed  three  thousand  dollars.  Any  moneys  in 
excess  of  this  amount  must  be  transferred  to  the  general  fund  of  the 
district.  (75-7214). 

Endowment  Fund 

1.  The  trustees  of  any  district  shall  have  the  authority  and  the  power  to 
accept  gifts,  legacies,  and  devices,  subject  to  the  conditions  imposed 
by  the  deed  of  the  donor,  the  will  of  the  testator,  or  without  any 
conditions  imposed.  Unless  otherwise  specified,  the  proceeds  shall  be 
deposited  to  an  endowment  fund.  (75-7309). 

2.  The  trustees  shall  administer  the  endowment  fund  so  as  to  preserve  the 
principal  from  loss  and  only  the  income  from  such  fund  shall  be 
appropriated  for  any  purpose.  (75-7309). 

3.  Unless  the  conditions  of  the  endownent  instrument  require  an  immediate 
disbursement  of  such  money,  the  money  shall  be  invested  in  accordance 
with  Section  75-7309.  These  investments  are  not  limited  to  180  days. 

4.  An  endowment  fund  should  not  lose  its  identity.  Even  if  a district  is 
abandoned  or  consolidated,  the  endowment  fund  should  be  maintained 
separate  from  other  district  funds.  (75-7309). 

Traffic  Education  Fund 

Traffic  education  fund  receipts  are  limited  to  State  traffic  education 
reimbursement  and  all  non-tax  receipts  specifically  for  traffic  education. 
(75-7907). 

Miscellaneous  Federal  Programs  Fund 

The  Miscellaneous  Federal  Programs  fund  is  used  to  account  for  Federal 
reimbursements,  which  may  be  expended  at  the  discretion  of  the  trustees  for 
school  purposes  as  in  a nonbudgeted  fund,  and  for  Federal  grants,  which  are 
to  be  expended  according  to  the  conditions  of  the  grant  documents.  Within 
the  Miscellaneous  Federal  Programs  fund  the  trustees  shall  cause  a separate 
accounting  to  be  maintained  for  each  Federal  grant  program  and  for  the 
aggregate  of  all  Federal  reimbursement  moneys.  (75-7212). 

Travel  Advances 

Unexpended  balances  of  travel  advances  should  go  back  to  the  fund  the  advance 
had  been  expended  from.  There  should  be  an  itemized  accounting  for  travel 
expenses,  including  invoices  or  receipts  where  available. 
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Sale  of  Assets 

Proceeds  from  the  sale  of  obsolete,  abandoned,  unsuitable,  or  undesirable 
real  or  personal  property  may  be  deposited  to  the  debt  service  fund,  the 
building  fund,  or  the  general  fund,  or  any  combination,  at  the  discretion  of 
the  trustees.  (75-8205). 

Sites  and  buildings  may  be  sold  with  the  approval  of  qualified  electors. 
Abandoned,  obsolete,  undesirable,  or  unsuitable  real  or  personal  property  may 
be  sold  without  such  approval,  but  notice  must  be  posted  that  such  a sale  is 
to  be  authorized  before  the  resolution  of  such  authorization  is  adopted,  and 
any  taxpayer  may  appeal  the  resolution  within  five  days  after  its  adoption, 
to  the  district  court,  which  stays  the  resolution  until  final  determination  by 
the  court.  (75-8204  and  75-8205). 

Cancelled  Warrants 

Cancellation  of  warrants  must  be  approved  by  the  board  of  trustees.  (75-6811.1). 
Warrants  cancelled  from  a prior  fiscal  year  and  in  accordance  with  the  above 
Section  must  be  receipted  in  as  income  and  not  credited  against  current  fiscal 
years  expenditures. 

Tax  Refunds 

Tax  refunds  should  be  netted  against  current  taxes  received  for  reporting 
purposes. 

Jury  Duty  and  Service  as  Witness 

All  fees  and  allowances  paid  to  an  employee  for  jury  duty  or  service  as  a 
witness  should  be  turned  over  to  the  district  or  applied  against  the  amount 
due  the  employee  from  the  district,  unless  the  employee  elects  to  charge  his 
time  spent  as  juror  or  witness  against  his  annual  leave.  (59-1010). 

Refunds  and  Reimbursements 

Refunds  and  reimbursements  should  be  deposited  back  to  the  fund  from  which 
the  original  disbursement  was  made  or  which  will  be  responsible  for  paying 
the  expense.  The  treasurer  should  credit  the  budgeted  fund  to  which  it  is 
deposited  and  restore  the  school  district's  spending  authority  in  that  fund 
in  the  amount  of  the  refund  or  rebate.  (75-6811.2). 

District  Funds  Controlled  by  County  Superintendent 

A county  superintendent  may,  with  the  advice  and  consent  of  the  board  of 
trustees,  request  and  accept  and  disburse  moneys  from  Federal,  State,  or 
private  sources  for  education  purposes  in  those  school  districts  which  do  not 
employ  a district  superintendent  or  other  districts.  (75-5808.1(1  and  2)). 

A separate  fund  should  be  established  for  the  deposit  of  these  moneys  and  a 
separate  accounting  must  be  maintained  by  the  county  treasurer.  (75-5808.1(3)). 
The  fund  should  be  established  as  a trust  and  agency  fund  under  the  control  of 
the  county  superintendent. 
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1.  Review  expenditures  to  assure  that  obligations  have  been  paid  from  the 
fund  to  which  the  expenditures  pertain. 

2.  Determine  that  proceeds  from  the  sale  of  obsolete,  abandoned,  unsuitable, 
or  undesirable  real  or  personal  property  have  been  credited,  at  the 
board's  discretion  and  order,  to  either  the  general  fund,  the  building 
fund,  or  the  debt  service  fund,  or  any  combination  of  these  three  funds. 

3.  Review  payments  from  the  transportation  fund  to  assure  that  all  payments 
are  related  to  transportation  activities. 

4.  Review  expenditures  from  the  transportation  funds  to  assure  that  the  costs 
have  been  equitably  segregated  between  the  high  school  and  elementary 
transportation  funds. 

5.  If  a bus  has  been  purchased  on  contract,  determine  that  the  contract  is 
for  a period  not  exceeding  three  years. 

6.  Ascertain  that  transportation  contracts  with  private  parties  have  been  let 
after  bid,  or  if  renegotiated,  that  the  new  contract  does  not  exceed  the 
basic  cost  of  the  previous  year  by  more  than  5%. 

7.  If  the  district  has  its  own  gas  pumps  and  tanks,  review  the  controls  in 
effect  over  the  tanks  and  pumps. 

8.  If  a bus  has  been  sold  outright,  review  the  resolution,  verify  that  no 
appeal  was  filed  requiring  a court  determination,  and  that  the  sale  did 
not  take  place  until  after  five  days  after  the  date  of  the  adoption  of 
the  resolution. 

9.  Verify  that  the  maximum  amount  of  depreciation  taken  on  any  bus  is  not 
more  than  20%  per  annum. 

10.  Verify  that  Federal  and  State  reimbursements  to  the  food  services  fund 
are  segregated. 

11.  Review  interest  deposits  to  verify  that  accrued  interest  on  the  sale  of 
bonds  is  deposited  to  the  debt  service  fund,  that  interest  from  invest- 
ments of  bond  sale  proceeds  is  deposited  to  either  the  debt  service 
fund  or  the  building  fund  (at  the  discretion  of  the  trustees),  that  the 
interest  from  debt  service  fund  investments  is  deposited  to  the  debt 
service  fund,  and  that  interest  on  building  reserve  fund  investments 

is  deposited  to  either  the  debt  service  fund  or  the  building  reserve  fund 
(at  the  discretion  of  the  trustees). 
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12.  Verify  that  the  proceeds  of  any  refunding  bond  issue  are  deposited  to 
the  debt  service  fund. 

13.  Verify  that  any  refunding  bond  issue  is  for  a term  not  exceeding  ten 
years  or  the  unexpired  term  of  the  issue  to  be  retired,  and  that  the 
interest  rate  does  not  exceed  7%. 

14.  Verify  that,  if  all  bond  issues  are  paid  off,  the  balance  of  the  debt 
service  fund  is  transferred  to  the  general  fund. 

15.  Verify  that  indirect  costs  received  from  Federal  grants  are  deposited 

to  the  reimbursement  account  within  the  Miscellaneous  Federal  Programs 

fund. 

16.  Verify  that  a separate  accounting  is  made  for  each  grant  within  the 
Miscellaneous  Federal  Programs  fund. 

17.  Verify  that  no  moneys  are  loaned  between  Federal  grant  accounts. 

18.  Verify  that  no  large  cash  balances  are  allowed  to  build  up  in  the 

reimbursement  account  of  the  Miscellaneous  Federal  Programs  fund,  but  that 
the  moneys  are  expended  at  the  discretion  of  the  trustees  for  school 
purposes. 

19.  Verify  that  insurance  reimbursements  for  property  damage  are  deposited 
to  the  building  fund. 

20.  Verify  that  any  moneys  remaining  in  the  building  fund  after  completion 
of  the  construction  project  are  transferred  to  the  debt  service  fund. 

21.  If  a building  reserve  fund  has  been  established,  review  the  resolution 
of  the  board  of  trustees  establishing  such  fund. 

22.  If  a bond  issue  has  been  made  for  the  same  purpose  as  the  building  reserve 
fund,  verify  that  the  money  in  the  building  reserve  fund  has  been 
expended  before  any  bond  money  is  expended. 

23.  Verify  that  the  total  of  the  building  reserve  fund,  when  added  to  the  out- 
standing indebtedness  of  the  district,  does  not  exceed  5 % of  the  assessed 
value  of  the  district.  As  noted  in  the  Introduction  to  this  program 
under  Building  Reserve,  the  5 1 of  the  assessed  value  may  be  construed  to 
have  been  raised  to  29 % of  the  taxable  value  by  Chapter  566,  Laws  of 
1977.  (See  75-7104  and  Building  Reserve  section  under  Introduction  to 
the  Audit  Program). 

24.  Ascertain  that  the  outstanding  balance  of  all  bond  issues  and  registered 

warrants  does  not  exceed  29%  of  the  taxable  value  of  property  within  the 
district.  The  only  exception  is  under  Section  75-7104(3).  (74-7104(1)). 
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25.  Verify  that  only  the  taxes  levied  for  the  comprehensive  insurance  fund 
are  deposited  to  that  fund. 

26.  Verify  that  only  policies  of  insurance  required  or  permitted  by  law  are 
paid  for  from  the  comprehensive  insurance  fund.  (A.G.O.  Number  109,  Volume 
37). 

27.  Verify  that  all  tuition  and  fees  collected  for  adult  education  are 
deposited  to  the  adult  education  fund. 

28.  Verify  that  the  tax  levy  for  the  adult  education  fund  is  not  in  excess 

of  one  mill,  and  is  levied  after  the  approval  of  the  program  by  the 

Superintendent  of  Public  Instruction. 

29.  Verify  that  rentals  from  pupil  or  teacher  housing  are  deposited  to  either 
the  housing  and  dormitory  fund,  the  general  fund,  the  debt  service  fund, 
or  any  other  appropriate  fund.  (75-7214). 

30.  Verify  that  moneys  received  from  the  rentals  of  any  building  or  facility 

of  the  district,  other  than  pupil  or  teacher  housing,  are  deposited  to 

any  fund  the  trustees  consider  appropriate  and  used  for  any  proper  school 
purpose.  (75-8211). 

31.  Verify  that  the  expenditures  from  the  housing  and  dormitory  fund  are  only 
for  the  maintenance  of  the  leased  facilities  or  for  the  acquisition  of 
new  facilities. 

32.  Verify  that  any  balance  in  the  housing  and  dormitory  fund  in  excess  of 
$3,000.00  on  June  30  of  any  year  is  transferred  to  the  general  fund. 

33.  Verify  that  any  gift,  legacy,  or  devise,  received  without  conditions  or 
restrictions  requiring  a different  treatment,  is  deposited  to  the 
endowment  fund. 

34.  Verify  that  only  the  income  from  the  endowment  fund  is  expended,  and 
that  the  principal  is  being  preserved. 

35.  Verify  that  the  endowment  fund  is  invested  in: 

a.  bonds  of  the  district  or  other  districts  of  the  State; 

b.  any  public  utility  corporation  or  State  bonds  which  are  rated 
within  the  three  highest  grades; 

c.  certificates  of  deposit; 

d.  direct  obligations  of  the  United  States  Government. 

36.  Verify  that  all  receipts  for  State  reimbursement  for  traffic  education 
are  deposited  to  the  traffic  education  fund. 


6/78 


SCHOOL  DISTRICTS 


H 10 


Audit  Program  - cont. 
Compliance  and  Procedures  - cont. 


37.  Verify  that  the  district  has  received  approval  from  the  Department  of 
Community  Affairs  before  destroying  any  district  records. 

38.  Verify  that  prenumbered  receipts  are  issued  immediately  for  all 
collections  handled  by  the  district. 

39.  Verify  that  a financial  stationery  record  exists  for  all  prenumbered 
financial  stationery.  Verify  that  the  record  is  maintained  by  someone 
not  responsible  for  the  issuance  of  the  documents. 

40.  Where  a receipt  is  issued  for  a collection,  verify: 

A.  that  a prenumbered  receipt  is  issued  immediately  upon  accept- 
ance of  the  cash  remittance; 

B.  that  the  receipts  are  issued  in  numerical  order; 

C.  that  spoiled  receipts  are  voided  and  all  copies  retained,  and 
that  the  spoiled  receipt  is  not  replaced  from  a stock  of 
unnumbered  receipts  or  by  a receipt  issued  out  of  sequence; 

D.  that  the  issuing  individual  signs  the  receipt; 

E.  that  the  receipt  is  plainly  marked  as  to  the  source  of  the 
collection  and  that  the  amount  has  not  been  altered; 

F.  that  the  receipt  identifies  the  party  to  whom  the  receipt  is 
issued; 

G.  that  the  unused  receipt  books  are  controlled  by  the  financial 
stationery  record  and  that  new  books  are  issued  only  after 
accounting  for  the  previous  books  issued. 

41.  Verify  that  adequate  safekeeping  facilities  are  utilized  prior  to  deposit 
with  the  county  treasurer. 

42.  Verify  that  collections  are  deposited  intact  and  on  a timely  basis 

with  the  county  treasurer,  or  directly  to  a bank  account  under  the  control 
of  the  county  treasurer. 

43.  Verify  that  the  accumulation  of  cash  receipts  does  not  exceed  the  amount 
of  burglary  insurance  for  the  district. 
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Accounting  for  Food  Service  Collections 

The  collection  and  accountability  of  food  service  funds  is  the  responsibility 
of  the  Board  of  Trustees  (75-8001  through  75-8006). 

The  Board  of  Trustees  of  any  district  or  school  offering  food  service  shall 
establish  a school  food  service  fund  (75-7211).  This  food  service  fund  will 
be  used  to  account  for  collections  received  from  a breakfast  and/or  lunch 
program  offered.  The  Board  of  Trustees,  further,  must  see  that  a detail  Board 
policy  and  accounting  records  are  established  to  account  for  all  moneys  received 
from  the  breakfast  and/or  lunch  programs. 

To  provide  an  effective  method  for  controlling  the  recording  of  these  collections, 
general  receipting  procedures  must  be  followed.  Each  cash  collection  must  be 
recorded  by  the  receiving  officer  or  department  by  one  of  several  methods  as 
follows.  The  method  selected  will  depend  upon  the  size  of  the  school. 

1.  Issue  a prenumbered  single  and/or  multiple  meal  ticket  with  each 
price  classification  having  its  own  number  series. 

2.  Issue  a prenumbered  receipt  that  completely  details  the  cash 
transaction.  Sometimes  tickets  and  receipts  are  both  used. 

3.  Record  the  cash  transactions  on  a printed  tape  of  a cash  register. 

4.  Use  individual  student  or  parent  charge  accounts. 

Regardless  of  the  methods  used  to  record  each  cash  transaction,  a daily,  weekly, 
monthly,  and  annual  recapitualation  report  of  cash  receipts  (sales)  must  be 
made  with  the  daily  recording  of  cash  transactions  (proof).  Cash  receipts  must 
also  be  deposited  intact  and  on  a timely  basis  with  the  County  Treasurer  or 
directly  to  a bank  account  under  the  control  of  the  County  Treasurer. 

Further,  if  a change  fund  is  maintained  for  the  food  service  fund  a monthly 
cash  count  should  be  made. 

Enclosed  are  suggested  procedural  guidelines  and  reporting  criteria.  These 
procedural  guidelines  and  reporting  forms  were  developed  by  the  Office  of  the 
Superintendent  of  Public  Instruction  with  the  objective  of  providing  a reasonable 
approach  in  establishing  control  and  accountability  for  food  service  cash 
collections  at  the  source. 

The  United  States  Department  of  Agriculture  has  issued  an  Audit  Guide  For 
The  Child  Nutrition  Program.  We  suggest  that  a copy  of  this  program  be 
obtained  for  additional  information.  The  first  portion  of  the  audit  program 
that  follows  is  as  recommended  in  this  publication. 
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PROCEDURAL  GUIDELINES 


Prenumbered  Ticket  Forms 

This  system  requires  the  use  of  prenumbered  ticket  forms.  These  would  reflect 
ticket  categories  and  amounts  which  best  suit  the  need  of  the  particular 
school.  In  addition  to  the  ticket  categories  in  the  reporting  format,  other 
possibilities  may  also  include  a separate  ticket  designated  for  student  meals, 
adult  meals,  and  tickets  for  single  or  milk  sales.  Further,  tickets  could  be 
color  coded  to  readily  distinguish  each  price  classification. 

Ticket  Control 

Ideally,  to  enable  the  most  effective  control  of  lunch  tickets,  it  would  be 
necessary  to  maintain  a financial  stationery  record  of  the  tickets  purchased 
and  charged  out  to  the  authorized  individuals  selling  them.  The  record  would 
also  reflect  each  series  and  category  o"  tickets  separately. 

Cash  Control  Through  a Division  of  Responsibility 

Ideally,  to  enable  the  most  effective  cash  control,  a separation  of  duties 
between  the  individual  who  actually  acquires  and  records  the  tickets  and  the 
individuals  who  sell  and  account  for  them,  is  required.  This  procedure 
establishes  specific  responsibilities. 

Daily  Report  of  Lunch  Sales 

The  daily  report  of  lunch  sales  should  be  completed  by  the  individuals  who  sell 
the  lunch  tickets.  This  report  is  in  the  nature  of  a reconciliation  between 
the  total  to  be  accounted  for  and  the  manner  in  which  it  is  accounted  for.  The 
report  could  be  modified  to  the  needs  of  the  particular  school.  The  format, 
simple  by  design,  establishes  a clear  financial  picture  of  the  daily  cash 
operation.  In  addition,  it  provides  source  information  for  the  preparation 
of  required  monthly,  quarterly,  or  annual  reports. 

Monthly  Recapitulation  Report  of  Daily  Lunch  Sales 

This  report  represents  a summary  of  the  daily  activity  which  could  be  prepared 
by  either  the  individuals  selling  the  tickets  or  by  those  to  whom  the  daily 
reports  are  submitted,  such  as  the  district  clerk  or  school  superintendent. 

Annual  Recapitulation  Report  of  Monthly  Lunch  Sales 

This  report  represents  a summary  of  the  monthly  activity  which  could  be  prepared 
in  the  manner  as  outlined  above.  It  also  provides  data  which  could  be  used  as 
a basis  for  further  analysis. 
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Refunds 

With  the  use  of  lunch  tickets,  the  necessity  of  ticket  refunds  may  exist.  The 
following  suggestions  would  provide  some  control  in  this  regard: 

1.  Cash  refunds  - This  method  would  possibly  be  less  involved  and  seem 
adequate,  if  certain  procedures  were  followed.  These  would  include: 

a.  The  unused  ticket  or  portion  of  ticket  would  be  surrendered 
by  the  ticket  holder; 

b.  Signature  of  the  individual  on  the  report  "Daily  Support 
of  Refunds"; 

c.  Attaching  refunded  tickets  to  the  corresponding  report 
"Daily  Support  of  Refunds". 

2.  Refunds  by  Warrant  - This  method  would  involve  more  complicated 
procedures;  however,  it  would  provide  greater  refund  documentation. 
These  procedures  would  include: 

a.  Each  individual  claiming  a refund  would  sign  a claim  blank; 

b.  The  unused  ticket  would  be  attached  to  the  claim  for 
substantiation; 

c.  The  claim  would  be  submitted  to  the  clerk  and  a warrant 
drawn  on  the  lunch  fund  payable  to  the  individual  claiming 
such  refund. 

3.  A combination  of  the  two  procedures  noted  above  could  be  used  whereby 
refunds  under  $1.00  could  be  made  by  cash,  and  refunds  over  $1.00 
could  be  made  by  claim  and  warrant. 

4.  Refund  policies  should  be  established  and  have  the  approval  of  the 
board  of  trustees. 

Free  Tickets 

The  free  lunch  ticket  provision  is  included  for  those  schools  which  provide 
free  lunches  to  needy  children.  This  procedure  is  apparently  intended  to 
eliminate  any  stigma  attached  to  needy  children  receiving  free  lunches.  If 
used,  it  is  necessary  to  deduct  the  amount  of  these  tickets  from  the  total  sales 
to  enable  a reconcilement  with  the  cash  deposited.  Furthermore,  the  free  lunch 
tickets  given  to  needy  children  would  be  recorded  on  the  report  "Daily  Support 
of  Free  Lunch  Tickets"  to  substantiate  the  deduction.  It  would  also  be 
advisable  to  secure  the  signature  of  each  recipient. 
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Earned  Tickets 

The  earned  tickets  provision  is  included  for  those  schools  which  allow  students 
and/or  adults  to  have  a no  charge  meal  for  each  day  they  work.  This  procedure 
is  intended  to  establish  an  accountability  over  all  earned  meals.  If  used,  it 
is  necessary  to  deduct  the  amount  of  those  tickets  from  the  total  sales  in 
order  to  reconcile  with  the  cash  deposits.  Furthermore,  the  earned  tickets 
would  be  given  to  the  eligible  students  and  adults  and  would  be  reported  on 
the  report,  "Daily  Support  of  Earned  Lunch  Tickets",  to  substantiate  the 
deduction.  It  would  also  be  advisable  to  secure  the  signature  of  each 
recipient. 

Difference 

Foreseeably,  there  could  be  an  occasional  difference,  cash  short  or  over, 
particularly  when  student  personnel  is  utilized  in  the  program.  Therefore, 
a provision  for  this  contingency  is  included  in  the  reporting  format,  but 
should  not  be  construed  as  justification,  merely  as  a means  for  its  treatment. 
Consistent  differences  should  be  reviewed  by  supervisory  personnel  to  determine 
cause  and  remedy. 

Treatment  of  Nonsufficient  Fund  Items 

Where  checks  are  accepted  for  lunch  sales,  experience  generally  reveals  that 
of  those  nonsufficient  fund  items  returned,  some  eventually  become  uncollect- 
able. While  no  provision  is  included  in  the  reporting  format  presented  herein, 
checks  which  are  judged  uncollectible  after  a reasonable  effort  has  been  made 
to  collect  them  should  be  written  off  and  deducted  as  are  refunds  and  free 
tickets.  Such  checks  should  be  attached  to  the  report  to  which  they  refer. 
Authority  for  such  write  offs  should  come  from  the  board  of  trustees  in  a 
formal  manner  and  also  become  a part  of  the  minutes. 

Bank  Depository 

While  we  encourage  the  practice  of  depositing  lunch  collections  directly 
with  the  county  treasurer  in  the  respective  county,  we  do  recognize  that 
isolation,  distances,  and  other  unusual  circumstances  sometimes  make  this 
difficult.  Therefore,  subject  to  such  conditions  and  the  approval  of  the 
board  of  trustees,  we  see  no  objection  to  an  interim  depository.  However, 
remittances  to  the  county  treasurer  should  be  made  prior  to  the  end  of  each 
month,  and  the  depository  should  be  closed  as  soon  after  the  end  of  the  schoo_l_ 
year  as  possible.  Such  procedures  would  help  to  maintain  sufficient  operating 
capital  in  the  school  lunch  fund. 

Certification  of  Reports  . 

In  order  to  establish  financial  responsibility  in  the  accounting  of  tickets 
and/or  cash,  it  is  advisable  to  require  those  personnel  who  compile  the 
reports  to  sign  them. 


6/77 


9 


SCHOOL  DISTRICTS 


c 

Audit  Program 
Food  Services  Fund 


The  audit  program  that  follows  is  from  the  "Audit  Guide  for  the  Child  Nutrition 
Program",  Office  of  Audit,  U.S.  Department  of  Agriculture. 

The  abbreviations  used  are: 

USDA  = U.S.  Department  of  Agriculture 
SA  = State  Agency 
SFA  = School  Food  Authority 


1.  Review  labor  cost  reports  to  ensure  withholdings  are  proper  and  that  time 
and  attendance  are  supported. 

2.  Review  records  used  to  support  depreciation  cost  to  ensure  that  any 
equipment  or  part  thereof  purchased  with  Federal  funds  is  not  included. 

3.  Obtain  copies  of  claims  for  reimbursement  submitted  to  the  State  Agency 
for  the  current  year  and  for  the  preceding  year.  If  financial  data  is 
not  reported  on  the  claim  for  reimbursement,  obtain  copies  of  reports  on 
which  this  data  was  submitted. 

4.  For  the  period  of  audit,  trace  the  individual  items  of  receipts  and 
disbursements,  as  reported,  to  the  SFA's  accounting  records.  Test  a 
representative  number  of  transactions  to  source  documents  to  establish 
the  accuracy  of  the  reported  data.  (Income  accruing  to  the  school  food 
service  account  can  be  used  only  for  program  purposes.  The  income  may  not 
be  used  to  purchase  land,  acquire  or  construct  buildings,  or  mace 
alterations  of  existing  buildings.  In  addition,  only  funds  from  sources 
other  than  Federal  or  children's  payments  may  be  used  to  finance  out-of- 
State  travel  of  SFA  personnel  or  for  the  purchase  of  passenger  automobiles.) 

5.  On  a test  basis,  review  nonfood  or  other  expenditures  to  assure  the 
amounts  are  proper  program  costs. 

6.  Review  the  claim  for  reimbursement  under  the  Special  Milk  Program,  the 
rates  of  reimbursement,  and  pricing  policy  and  then  determine  whether 
the  provisions  of  Part  215.8  are  complied  with. 

7.  Evaluate  the  method  used  by  the  SFA  to  arrive  at  indirect  costs  and  test 
the  base  data  used  in  arriving  at  these  costs  to  assure  the  amounts  are 
commensurate  with  the  service  received.  If  Department  of  Health,  Education 
and  Welfare  approved  rates  are  in  use,  ascertain  that  they  are  used  in 
accordance  with  State  guidance. 

8.  Review  any  transfers  of  funds  from  the  food  service  account  to  assure  the 
propriety  of  such  transfers. 
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9.  Compare  the  initial  detail  list  of  cash  receipts  such  as  daily  or  weekly 
cafeteria  reports,  classroom  collection  reports,  etc.  with  duplicate  bank 
deposit  slips  and  entries  to  cash  receipt  book  for  a test  period.  Account 
for  any  differences. 

10.  Review  cash  controls  for  adequacy  and  to  assure  that  responsibilities 
are  fixed  and  funds  collected  are  promptly  deposited. 

11.  Assure  that  bank  statements  are  reconciled  and  that  there  is  adequate 
division  of  duties  between  those  that  make  deposits  and  those  that  issue 
checks  to  ensure  the  integrity  of  the  cash  account  and  the  receipt  pro- 
cedure. 

12.  Reconcile  the  last  reported  closing  cash  balance  to  the  most  recent  bank 
statement  or  to  the  accounting  records. 

13.  If  a ticket  system  is  used,  review  and  evaluate  procedures  to  control 
used  tickets,  ticket  sales,  and  ticket  inventories.  Tickets  should  be 
prenumbered  and  accounted  for. 

14.  If  funds  have  been  invested,  assure  that  these  are  included  in  the  financial 
data  reported  to  the  SA  and  that  interest  is  credited  to  the  school  food 
service  account. 

15.  On  a test  basis,  trace  participation  data  (meal  count)  reported  on  claims 
to  the  SFA  records.  Determine  and  evaluate  the  adequacy  of  the  system 
used  for  collecting  participation  data  (meal  count)  from  the  individual 
schools.  Select  a sample  of  this  data  for  verification  at  individual 
cafeterias. 

16.  Determine  what  procedures  the  SFA  has  established  to  ensure  actual  counts 
of  meals  served  are  made  and  that  supplemental  sales  (a  la  carte)  are  not 
included  as  reimburseabl e meals.  Verify  that  the  procedures  established 
are  in  effect,  particularly  where  meals  are  transported  from  one  school 

to  another.  (Estimates  of  quantities  served  are  not  acceptable  and  should 
be  so  reported.) 

17.  If  the  SFA  has  received  nonfood  assistance  funds,  assure  that  the  funds 
received  were  used  for  their  intended  purpose  and  that  the  SFA  paid  its 
proportionate  share.  (The  SFA's  share  must  come  from  State  and  local 
funds  and  may  include  child  payments  and  authorized  (nonUSDA)  Federal 
funds.)  Verify  that  the  data  submitted  to  the  SA  to  justify  need  for 
nonfood  assistance  funds  was  accurate. 
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18.  Review  and  evaluate  the  SFA's  procedures  for  determining  their  per  meal 
costs,  to  include  the  allocation  of  direct  and  indirect  cost  to  all 
programs.  Assure  that  a procedure  is  in  effect  that  prevents  supple- 
mental sales  (a  la  carte)  costs  from  being  included  in  the  cost  of 
producing  a reimburseable  meal. 

19.  The  value  of  USDA  donated  commodities  or  the  cost  of  food  purchased  with 
funds  provided  in  lieu  of  commodities  may  not  be  included  in  claims  for 
payment.  (However,  USDA  donated  commodities  (like  other  cash  and 
services  contributed)  for  use  in  the  programs  are  treated  to  represent 
both  a contribution  and  a revenue  to  the  programs.  At  the  same  time 
these  donations  are  used,  it  is  correct  to  consider  their  value  as  a 
cost  in  a concept  which  determines  full  cost.) 

20.  Determine  if  the  inventory  files  or  records  are  adequate,  considering 
the  size  of  the  operation,  to  account  for  the  receipt  and  usage  of 
USDA  donated  foods.  Take  a physical  inventory,  on  a test  basis,  and 
reconcile  to  control  records. 

21.  Where  the  charge  to  paying  children  plus  the  reimbursement  for  paid 
meals  is  less  than  the  cost  to  produce  such  meals,  and/or  where  the  price 
charged  adults  is  less  than  the  cost,  determine  how  the  SFA  subsidizes 
these  meals. 

22.  Test  check  the  approved  applications  to  assure  that  there  are  a sufficient 

number  on  hand  to  support  the  reported  free  and  reduced  price  meals 
served.  (Note:  applications  may  contain  the  name  of  more  than  one  child.) 

23.  Review  a representative  number  of  applications  to  ensure  that:  (a) 

sufficient  information  is  furnished  on  which  to  make  an  eligibility 
determination;  and  (b)  applications  are  adequately  reviewed  and  approved. 


Other  audit  steps  that  should  be  included  in  the  audit  of  the  School  Food 
Services  fund  are  as  follow: 

24.  Food  Service  Change  Fund 

a.  Determine  whether  the  board  of  trustees  has  authorized  a 
change  fund  and  the  amount; 

b.  Determine  that  the  school  is  doing  a monthly  cash  count; 

c.  Review  the  safekeeping  procedures  in  use  for  the  school  food 
service  receipts  not  deposited  with  the  county  treasurer; 

d.  Count  the  food  service  change  fund. 
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25.  Recapitulation  Reports 

a.  Verify  that  a daily,  weekly,  monthly,  and  annual  recapitulation 
report  is  prepared; 

b.  Balance  the  recapitulation  report's  sale  section  with  proof 
section; 

c.  Determine  that  the  tickets  are  properly  recorded  on  the  recapit- 
ulation reports; 

d.  Verify  that  a separate  series  of  tickets  is  established  for 
each  kind  and/or  price  of  tickets  authorized  by  the  board  of 
trustees; 

e.  Verify  that  tickets  are  sold  at  the  established  price  with  no 
di scount; 

f.  Balance  the  county  treasurer's  A-101  receipts  with  the  amount 
recorded  in  the  proof  section  of  the  recapitulation  report; 

g.  Determine  that  the  refunds  and  all  tickets  are  accounted  for  in 
the  proof  section. 

26.  Determine  that  different  persons  sell  the  tickets,  account  for  cash 
collections,  and  collect  the  tickets  at  the  school  where  the  lunches  are 
served. 

27.  Verify  that  all  food  service  collections  are  deposited  intact. 

28.  Compare  the  monthly  reports  to  the  Office  of  the  Superintendent  of 
Public  Instruction  with  the  school  monthly  lunch  collection  reports 
over  the  course  of  a year. 

29.  Review  and  compare  the  transmittal  letters  received  from  the  Office  of 
the  Superintendent  of  Public  Instruction  with  the  county  treasurer's  A-101 
receipts  to  determine  that  the  Federal  and  State  moneys  are  properly 
classified. 

30.  Review  any  miscellaneous  income  deposited  in  the  food  service  fund  to 
determine  its  source. 
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Records 

School  districts  should  be  strongly  encouraged  to  establish  and  maintain 
adequate  property  records.  This  is  an  area,  unfortunately,  in  which  few 
districts  have  adequate  records.  Districts  should  maintain  a master  listing 
or  card  file  for  all  district-owned  assets.  The  property  inventory  should 
include  a complete  description  of  the  item,  including  serial  and/or  model 
number,  its  location,  the  individual  or  department  it  is  assigned  to,  its 
cost,  and  any  other  pertinent  information.  Items  should  be  tagged  or  labeled 
with  the  school  district  name  and  an  identification  number. 

To  ensure  that  a copy  of  the  inventory  would  be  available  in  case  of  loss,  we 
recommend  that  at  least  one  copy  of  the  complete  property  inventory  be 
maintained  at  a safe  location  outside  the  school,  such  as  in  a safety  deposit 
box. 

The  property  record  should  be  kept  current  by  adding  any  new  property 
acquisitions  and  deleting  any  property  trade-in,  sold,  or  otherwise  disposed 
of.  A complete  physical  inventory  should  be  taken  at  least  once  a year  to 
verify  the  accuracy  of  the  property  records. 

Surplus  Property 

Surplus  government  equipment  and  supplies  are  made  available  to  the  States 
for  sale  to  school  districts,  to  municipalities  through  approval  by  Civil 
Defense,  and  to  hospitals.  Within  the  State  of  Montana,  the  Superintendent 
of  Public  Instruction  has  been  assigned  the  responsibility  for  warehousing 
and  issuing  surplus  property.  Many  of  the  sales  are  of  consumable  supplies 
and  will  not  appear  on  an  inventory. 

Superintendent  of  Public  Instruction  regulations  regarding  surplus  property 
are  as  follows: 

1.  Only  authorized  individuals,  designated  by  the  entity,  are  permitted 
to  purchase  supplies; 

2.  The  Superintendent  of  Public  Instruction  is  allowed  to  charge  up 
to  20%  of  original  cost  plus  transportation; 

3.  The  Superintendent  of  Public  Instruction  maintains  files  for 
each  entity  showing  all  purchases  for  a five-year  period; 

4.  The  Superintendent  of  Public  Instruction  does  not  have  the  staff 
to  audit  entities  although  they  are  responsible  for  identifying 
equipment.  Permission  from  the  Superintendent  of  Public 
Instruction  is  necessary  to  dispose  of  surplus  property; 

5.  Purchases  through  Civil  Defense  become  the  responsibility  of 
that  office  in  the  opinion  of  the  Superintendent  of  Public 
Instruction. 

Although  the  equipment  is  acquired  at  little  or  no  cost,  property  records 
must  be  maintained  by  the  purchaser  and  identified  as  surplus  property. 
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1.  Ascertain  that  a detailed  inventory  of  all  district  property  is  maintained 
at  a central  location.  Also,  determine  if  each  school  and  department 
maintains  similar  records  of  property  assigned  their  location. 

2.  s Verify  that  the  property  records  are  kept  in  a safe  place,  such  as  a 

fireproof  vault  and  that  another  copy  is  maintained  off  school  property. 

3.  Verify  that  the  recording  of  each  fixed  asset  includes  the  following 
information: 

a.  the  identifying  tag  number,  if  used; 

b.  the  source,  description,  and  serial  number  of  the  asset; 

c.  date  of  acquisition; 

d.  physical  location  of  the  asset; 

e.  cost  of  asset; 

f.  disposition; 

g.  date  traded  or  disposed  of. 

4.  Test  the  pricing  of  the  property  inventories  for  a number  of  classes  of 
assets. 

5.  Test  selected  capital  outlay  claims  for  the  audit  period  to  the  property 
inventories  for  the  following: 

a.  Verify  that  purchases  of  fixed  are  were  properly  classified 

as  capital  outlay  and  are  promptly  recorded  to  the  inventories 
of  fixed  assets; 

b.  Verify  that  equipment  purchased  through  leased  purchase 
agreement  or  by  contract  has  been  included  in  the  inventories 
of  fixed  assets; 

c.  Verify  that  assets  purchased  are  recorded  at  cost  in  the 
inventories  of  fixed  assets; 

d.  Verify  that  assets  traded  are  promptly  removed  from  the 
inventory  of  fixed  assets. 

i 

7.  Ascertain  whether  fixed  assets,  transferred  from  one  department  or  location 
to  another,  are  reported  to  the  district  clerk  for  recording  of  the  change. 

8.  Determine  whether  a periodic  physical  inventory  by  location  has  been  taken 
by  someone  other  than  those  responsible  for  the  custody  of  the  property. 
Verify  that  the  physical  inventory  is  compared  to  the  perpetual  inventory 
records  and  that  any  variance  is  accounted  for. 

9.  Determine  if  principals  or  other  district  employees  are  held  accountable 
for  all  fixed  assets  assigned  in  their  location. 
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10.  Inspect  selected  equipment  at  various  locations  to  account  for  the  asset 
and  to  verify  the  accuracy  of  the  inventory  records.  If  unaccountable 
differences  are  found,  increase  the  scope  of  these  physical  inspections. 

11.  Verify  that  the  school  district  titles  for  all  motor  vehicles  are  on  file 
and  are  in  the  name  of  the  district. 

12.  Determine  if  property  records  are  utilized  in  establishing  insurance 
coverage. 

13.  Verify  that  property  purchased  through  the  surplus  property  program  is 
identified  as  surplus  property  and  is  included  in  the  property  records. 

14.  Verify  that  any  surplus  property  disposed  of  is  disposed  of  with  the 
approval  of  the  Superintendent  of  Public  Instruction. 
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Introduction 

The  provisions  for  annual  and  sick  leave  for  district  non-teaching  employees 
is  set  forth  in  Title  59,  Chapter  10.  School  teachers'  vacation,  sick  leave, 
and  other  time  off  with  pay  are  negotiable  and  will  be  found  in  the  contracts. 
The  following  narrative  does  not  apply  to  teachers.  (59-1007  and  A.G.O.  Number 
69,  Volume  35). 

Annual  Leave 

Non-teaching  employees  are  entitled  to  vacation  leave  with  pay  after  they 
have  been  continuously  employed  for  six  months.  Vacation  leave  is  earned, 
however,  from  the  first  full  pay  period.  The  rates  of  earned  vacation  leave 
varies  with  the  period  of  service,  as  follows: 

a.  First  ten  years  of  employment,  at  the  rate  of  15  working  days  per 
year; 

b.  Ten  to  fifteen  years  of  employment,  at  the  rate  of  18  working  days 
per  year; 

c.  Fifteen  to  twenty  years  of  employment,  at  the  rate  of  21  working 
days  per  year; 

d.  After  twenty  years  of  employment,  at  the  rate  of  24  working  days 
per  year. 

In  determining  years  of  employment,  each  entity  must  include  employment  with 
other  entities  that  qualify.  (A.G.O.  Number  4,  Volume  33  and  59-1003). 

Annual  vacation  leave  may  be  accumulated  to  a total  not  to  exceed  two  times 
the  maximum  number  of  days  earned  annually  as  of  the  last  day  of  any  calendar 
year.  (59-1002). 

Upon  termination,  for  reasons  not  reflecting  discredit  on  himself,  an  employee 
is  entitled  to  cash  compensation  for  unused  vacation  leave.  An  employee  who 
transfers  between  agencies  with  the  same  state,  county,  city,  town,  or  school 
district  shall  have  his  unused  vacation  leave  transferred  with  him.  (59-1003). 

Part-time  employees  are  entitled  to  prorated  annual  leave  if  they  are  permanent, 
work  at  least  20  hours  a week,  and  have  a regularly  scheduled  work  assignment. 
(59-1002). 

Sick  Leave 

Employees  are  entitled  to  sick  leave  with  pay  after  they  have  been 
continuously  employed  for  ninety  days.  Sick  leave  is  earned,  however,  from 
the  first  full  pay  period.  Sick  leave  is  earned  at  the  rate  of  twelve  days 
a year.  There  is  no  restriction  as  to  the  maximum  number  of  days  of  sick 
leave  that  can  be  accumulated.  (59-1008). 
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Vacation  and  Sick  Leave  - cont. 


Sick  Leave  - cont. 

Part-time  employees  are  entitled  to  prorated  sick  leave  benefits,  if  they 
are  permanent,  work  at  least  20  hours  a week,  and  have  a regularly  scheduled 
work  assignment.  (59-1008). 

Upon  termination,  an  employee  is  entitled  to  cash  compensation  for  1/4  of  his 
sick  leave  accumulation,  computed  on  the  basis  of  his  salary  at  the  time  of 
termination.  An  employee  who  transfers  between  agencies  within  the  same  state, 
county,  city,  town,  or  school  district  shall  have  his  accumulated  sick  leave 
time  transferred  with  him.  (59-1008). 
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Vacation  Leave 


1.  Verify  that  vacation  and  sick  leave  accrual  records  are  maintained  at 
a centralized  location  and  contained  the  following  information: 


A. 

Employee's  name; 

B. 

Office  or  department  employed; 

C. 

Job  description; 

D. 

Employment  date; 

E. 

Termination  date; 

F. 

Monthly  vacation  records; 

(1)  Hours  earned 

(2)  Hours  used 

(3)  Balance  available 

G. 

Monthly  sick  leave; 

(1)  Hours  earned 

(2)  Hours  used 

(3)  Balance  available: 

(a)  Paid  (After  July  1,  1971) 

(b)  Unpaid  (Prior  to  July  1,  1971). 

Verify  that  monthly  attendance  records  are  completed  for  each  office  or 

department  and  forwarded  to  the  centralized  payroll  clerk, 
attendance  records  should  include: 

The  monthly 

A. 

Employee's  name  and  signature; 

B. 

Supervisor's  approval; 

C. 

Vacation  leave  taken; 

D. 

Sick  leave  taken. 

Test  that 

full-time  employees  earned  annual  vacation  leave 

credits  as 

f o ' lows: 

(59-1001) 

A. 

Must  be  employed  six  months  before  eligible; 

B. 

Less  than  ten  years  service  - 15  days  per  year; 

C. 

Ten  years  through  fifteen  years  - 18  days  per  year; 

D. 

Fifteen  years  through  twenty  years  - 21  days  per 

year; 

E. 

Over  twenty  years  service  - 24  days  per  year; 

F. 

No  vacation  leave  shall  accrue  during  a leave  of 
pay  exceeding  15  days  (59-1004). 

absence  without 

4.  Verify  that  permanent  part-time  employees  receive  prorated  annual  vacation 
credits  if  they  have  regularly  scheduled  work  assignments,  work  at  least 
20  hours  each  week  of  the  pay  period,  and  have  worked  the  qualifying 
period.  (59-1001). 
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Vacation  and  Sick  Leave  - cont. 


5.  Test  accuracy  of  vacation  leave  credit  accumulations  and  computation  of 
vacation  pay.  To  calculate  termination  payment  of  vacation  leave  for  an 
employee,  one  year  equals  2080  hours.  (59-1001). 

6.  Verify  that  annual  vacation  leave  accumulated  on  December  31  does  not 
exceed  two  times  the  maximum  number  of  days  earned  annually.  (59-1002). 

7.  Verify  that  employees  are  not  allowed  to  receive  pay  in  lieu  of 
vacation  days  not  used.  (A.G.0.  Number  16,  Volume  25  and  Number  33, 
Volume  25). 

8.  Determine  if  any  employee  who  is  terminated  for  reason  of  reflecting 
discredit  on  himself,  forfeited  unused  vacation  leave.  (59-1003). 

Sick  Leave 

1.  Verify  that  sick  leave  credits  are  earned  as  follows:  (59-1008) 

A.  Full-time  employees  - 12  working  days  per  year; 

B.  No  restrictions  on  the  number  of  days  that  may  accumulate; 

C.  No  sick  leave  credits  shall  accrue  for  a continuous  leave  of 
absence  without  pay  exceeding  fifteen  days; 

D.  Must  be  continusously  employed  ninety  days  before  entitled 
to  sick  leave  provisions; 

E.  Permanent  part-time  employees  entitled  to  prorated  leave 
benefits  if  they  have  regularly  scheduled  work  assignments, 
work  at  least  20  hours  each  week  of  the  pay  period,  and  have 
worked  the  qualifying  period; 

F.  Full-time  temporary  and  seasonal  employees  are  entitled  to 
sick  leave  benefits  provided  they  have  worked  the  qualifying 
period. 

2.  Verify  that  employees  who  terminate  employment  are  paid  1/4  of  the  sick 
leave  accumulated  since  July  1,  1971.  Such  pay  should  be  computed  on 
the  basis  of  the  employee's  salary  or  wage  at  the  time  of  termination. 
Confirm  that  sick  leave  accumulated  prior  to  July  1,  1971,  is  not  paid 
upon  termination.  (59-1008). 

3.  Verify  that  no  employee  forfeited  sick  leave  credits  accumulated  prior 
to  July  1,  1971.  Such  accumulations  should  be  considered  unpaid  sick 
leave  accruals  and  any  sick  leave  taken  should  be  charged  to  this  accrual 
until  fully  used.  (59-1008). 

4.  Review  entities  policy  for  possible  requirement  of  doctor  certification 
for  extended  sick  leave  time  used. 
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Vacation  and  Sick  Leave  - cont. 


5.  Review  terminated  employees  records  for  extended  sick  leave  taken  prior 
to  termination.  If  this  situation  exists,  attempt  to  verify  illness. 

6.  Test  accuracy  of  sick  leave  credit  accumulations  for  selected  employees. 

Also  test  the  computation  of  sick  leave  payment  made  upon  termination. 

To  calculate  termination  payment  of  sick  leave  for  an  employee,  one  year 
equals  2080  hours.  (59-1008). 

7.  Verify  that  employees  are  not  credited  with  any  sick  leave  for  which 
previous  compensation  has  been  paid.  (59-1008). 

8.  If  any  employee  is  dismissed  due  to  abuse  of  sick  leave  benefits,  verify 
that  any  lump-sum  payment  of  sick  leave  accumulated  is  forfeited.  (59-1008). 
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Introduction  to  the  Audit  Program 
Special  Education 


Special  education  programs  are  established  by  school  districts  for  handicapped 
persons  who  cannot  benefit  sufficiently  from  the  regular  programs  of  instruc- 
tion because  of  mental,  physical,  emotional,  or  learning  problems.  In  lieu 
of  providing  special  education  in  the  district,  the  trustees  may  arrange  for 
the  attendance  of  a child  in  a program  in  another  district,  with  the  approval 
of  the  Superintendent  of  Public  Instruction.  (75-7805  and  75-7808). 

The  Office  of  the  Superintendent  of  Public  Instruction  has  issued  a Special 
Education  Rules  and  Regulations  Reference  Manual  (August,  1977),  which  sets 
forth  the  rules  and  regulations  adopted  by  the  Superintendent  and  the  Board 
of  Public  Education  in  accordance  with  Title  75,  Chapter  78. 

The  special  education  budget  is  a distinct  budget,  but  it  is  a part  of  the 
maximum  budget  without  a voted  levy  portion  of  the  district's  total  general 
fund  budget.  The  special  education  budget  may  be  expended  only  for  special 
education  purposes  as  approved  by  the  Superintendent  of  Public  Instruction 
in  accordance  with  the  special  education  budgeting  provisions.  The  accounting 
records  will  include  a separate  register,  in  addition  to  the  general  fund 
register,  which  will  provide  information  regarding  the  expenditure  of  special 
education  costs.  The  trustees  annual  report  will  include  provisions  for 
reporting  special  education  expenditures  separately. 

If  a school  district  has  a balance  left  in  the  special  education  subfund  of 
the  general  fund  after  the  completion  of  a school  year,  those  moneys  will 
be  identified  on  the  "Budget  and  Application  for  Tax  Levies  ..." 

(Application  for  Payment  of  State  Equalization  Aid)  under  the  statement  of 
cash  balances.  Cash  for  reappropriation  in  special  education  cannot  be 
used  to  reduce  local  levies  or  to  increase  the  district  reserve,  but  must 
go  to  reduce  the  State  equalization  aid  payment  of  the  district.  In  those 
cases  where  State  equalization  payments  are  not  made,  the  county  superin- 
tendent will  be  notified  to  make  the  adjustment  within  the  county  equalization 
payment.  The  cash  balance  will  be  deducted  from  the  district  share  of  any 
equalization  payment  to  which  the  district  would  be  entitled.  This  cash 
balance  has  no  effect  on  the  budgeting  authority  of  the  school  district. 

The  Special  Education  Rules  and  Regulations  Reference  Manual  contains  inform- 
ation on  the  program  applications  and  gives  a detailed  breakdown  of  the 
various  expenditure  catagories  against  which  special  education  expenditures 
may  be  charged.  It  also  specifies  how  the  maximum  allowable  expenditures 
within  these  catagories  are  to  be  determined  for  budget  purposes.  Sub- 
Chapters  26  and  30  of  the  Manual,  dealing  with  Program  Applications  and 
Special  Education  Budgets,  are  reproduced  here  in  their  entirety  for  your 
information. 
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(vi)  The  resident  school  district  will  outline 
provisions  for  program  monitoring  and  annual  review. 

(b)  Receiving  School  District  Responsibility. 

(i)  The  receiving  school  district  will  form  a Child 
Study  Team  to  determine  acceptance  and  whether  appropriate 
services  can  be  offered. 

(ii)  The  receiving  school  district  will  conduct 
periodical  review  and  report  results  to  the  appropriate 
official  of  the  resident  district. 

(c)  Resident  School  District  Continuing  Responsibili- 
ties . 

(i)  The  resident  school  district  will  conduct  an 
annual  review  of  each  child  placed  out-of-district. 

(ii)  Through  the  Child  Study  Team,  the  resident 
school  district  will  make  recommendations,  annually,  for 
either  continued  out-of-district  placement  or  termination. 

(iii)  Based  on  the  Child  Study  Team  reports,  the 

resident  school  district  will  submit  a recommendation  to  the 
Superintendent  of  Public  Instruction  for  continued  out-of- 
district placement.  (History:  Sec.  75-7802,  75-7808,  75- 

7809,  75-7809.1,  R.C.M.  1947;  Order  MAC  No.  48-1;  Adp. 
8/10/77;  Eff.  8/25/77.) 


Sub-Chapter  26 
Program  Applications 

48-2. 18 (26) -S18440  SUBMISSION  DATES  AND  APPROVAL 
TIMELINES . (1)  On  or  before: 

(a)  March  1 - Submission  of  proposed  budget,  supple- 
mentary budget  data,  statement  of  assurances  and  revisions 
to  the  program  narrative.  If  the  school  is  establishing  a 
special  education  program  for  the  first  time,  a complete 
program  narrative  must  accompany  the  proposed  budget. 

(b)  April  1 - Approval  of  budget  authority. 

(c)  June  20  - Submission  of  current  end-of-year 
report . 

(d)  October  1 - Child  count  for  federal  requirements. 

(e)  November  15  - Program  unit  approval. 

(f)  February  1 - Child  count  for  federal  requirements. 

(g)  February  10  - Submission  of  child  count  to  Office 

of  Public  Instruction.  (History:  Sec.  75-7811,  75-7813.1, 

R.C.M.  1947;  Order  MAC  No.  48-1;  Adp.  8/10/77;  Eff.  8/25/77.) 

48-2.18  (26) -S18450  PROGRAM  NARRATIVE.  (1)  The 
program  narrative  must  describe  the  total  special  education 
program  within  a given  district  and  shall  include  the  follow- 
ing components: 

(a)  Identification. 
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(i)  Screening 

(ii)  Number  of  student:-;  receiving  services 

( b ) Referral . 

(i)  Sources  of  student  performance  information 

(ii)  Referral  contact 

( c ) Staffing . 

(i)  Pre-s taf f ings 

(ii)  Child  Study  Team 

(iii)  Staffing  format 

(d)  Personnel . 

(i)  Administration  (Special  Education) 

(ii)  Teachers 

(iii)  Supportive  personnel 

( e ) Evaluation . 

(1)  Student 

(ii)  Program 

(f ) Facilities . 

( g ) Needs  or  Deficiencies . 

(h)  Additional  Information. 

(2)  If  a school  district  does  not  provide  special 

education  services  and  does  not  submit  a budget,  it  still 
must  screen  its  students  annually  for  handicapping  conditions. 
This  process  must  be  described  in  narrative  form  and  submitted 
tc  the  Superintendent  of  Public  Instruction  for  approval. 
(History:  Sec.  75-7811,  75-7813.1,  R.C.M.  1947;  Order  MAC 

No.  48-1;  Adp.  8/10/77;  Eff.  8/25/77..) 

48-2.38  (26) -S18460  PROGRAM  UNITS.  (1)  Program  units 
must  be  received  by  the  Superintendent  of  Public  Instruction 
on  or  before  October  10.  Current  information  regarding 
enrollment,  as  well  as  the  status  of  professional  personnel, 
is  required  to  ensure  that  each  district  is  meeting  the 
service  needs  of  handicapped  students. 

(2)  Any  staff  increases  beyond  the  approved  FTE 
established  within  the  budget  must  have  approval  of  the 
Office  of  Public  Instruction.  Approved  program  units  will 
be  matched  to  the  approved  FTE  established  within  the  budget. 
If  a district  exceeds  FTE  approved,  regardless  of  the  availa- 
bility of  monies,  the  excess  FTE  will  be  disapproved.  The 
Office  of  Public  Instruction  will  consider  any  request  to 
increase  approved  FTE  if  there  is  justification  provided. 
(History:  Sec.  75-7811,  75-7813.1,  R.C.M.  1947;  Order  MAC 

No.  48-1;  Adp.  8/10/77;  Eff.  8/25/77.) 

48-2 . 18  (26) -S18470  EVALUATION.  (1)  All  special 
education  programs  must  be  evaluated  with  both  objective  and 
subjective  measures.  Objective  measures  must  be  appropriate 
in  terms  of  reliability  and  validity  to  assure  reasonably 
accurate  information.  Subjective  data  also  may  be  used  to 
substantiate , clarify  or  enrich  the  evaluation  results.  The 
evaluation  design  must  be  concise  and  measure  the  degree  to 
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which  the  stated  educational  objectives  have  been  accomplished. 
Results  should  be  reported  in  a manner  that  is  conducive  to 
decision  making  by  all  cducaLional  agencies  and  evaluators. 

(2)  Evaluation  should  be  an  ongoing  process  with 
reporting  completed  at  least  once  a year.  The  district 
should  make  these  reports  available  to  the  public  on  request. 
(History:  Sec.  75-7811,  75-7813.1,  R.C.M.  1947;  Order  MAC 

No.  48-1;  Adp.  8/10/77;  Eff.  8/25/77.) 

48-2 . 18 (26) -S18480  BUDGET  AND  PROGRAM  APPROVAL  BY  THE 
SUPERINTENDENT  OF  PUBLIC  INSTRUCTION.  (1)  Special  approval 
from  the  Superintendent  of  Public  Instruction  is  required 
before  certain  programs  may  be  operated.  Situations  which 
require  additional  approval  are  cited  below. 

(a)  Homebound  and/or  Hospitalized  Service. 

(i)  Although  monies  may  be  available  in  the  approved 
special  education  budget  or  under  emergency  budgeting  proce- 
dures, a program  for  homebound  or  hospitalized  students  must 
be  approved  by  the  Superintendent  of  Public  Instruction 
before  expenditures  may  be  made. 

(ii)  Approval  procedures  foi  programs  for  homebound 
or  hospitalized  students  are  as  follows: 

(aa)  The  school  district  is  to  submit,  to  the  State 
Superintendent's  office,  a program  unit  application,  Part  B, 
requesting  permission  to  operate  a program  for  homebound  or 
hospitalized  students. 

(ab)  The  homebound  service  may  be  started  as  soon  as 

a Child  Study  Team  has  ev£iluated  the  child's  needs,  developed 
an  individualized  educational  program  and  obtained  parental 
consent  for  program  placement  (See  Rule  48-2.18(18)- 
S18310 . ) A statement  from  a medical  doctor  must  be  on  file 
in  the  district  verifying  that  the  students  remain  at  home 
during  a convalescent  period. 

(ac)  If  the  homebound  service  consist  only  of  equip- 
ment, the  child  should  be  listed  on  the  caseload  of  one  of 
the  district’s  resource  teachers.  That  teacher  will  be 
assigned,  along  with  the  regular  teacher,  to  monitor  the 
child's  program  to  assure  that  the  child's  needs  are  being 
met . 

(ad)  If  a district  does  not  have  approved  budget 
authority  to  cover  expenditures  of  the  homebound  and/or 
hospitalized  services,  the  district  must  seek  approval  under 
emergency  budgeting  provisions  as  outlined  in  Sections  75- 
6723  and  75-6730,  R.C.M.  1947. 

( b ) Room  and  Board  Approva 1 . 

(i)  Room  and  board  expenditures  must  be  approved  by 
the  Superintendent  of  Public  Instruction.  This  approval  is 
in  addition  to  budget  authority  approval.  The  school 
district  must  submit  a written  request  to  the  Superintendent 
or  Public  Instruction  to  send  a special  education  student (s) 
to  another  district  (or  agency) . This  request  must  include 
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the  student (s)  initials  and  date  of  birth,  the  name  of  the 
receiving  agency,  and  an  explanation  which  includes  a 
statement  of  the  problem  and  the  reason  services  cannot  be 
provided  by  the  district.  The  foster  home  or  the  agency 
must  be  licensed  to  receive  room  and  board  funds.  (See  Rule 
4 8-2 . 18 ( 2 2 ) -S18 4 3 0 of  this  manual.) 

( c ) Preschool  Programs . 

(i)  Educational  programs  may  be  developed  for  preschool 
handicapped  children  age  three  through  five  providing  the 
district  obtains  prior  written  approval  from  the  Office  of 
Public  Instruction. 

(ii)  Approval  procedures  for  preschool  handicapped 
children  are: 

(aa)  The  school  district  is  to  submit  a letter  to  the 
Office  of  Public  Instruction  requesting  permission  to 
operate  a program.  The  letter  should  briefly  describe  the 
program , identification  process,  and/or  number  of  handicapped 
children  and  the  types  of  handicapping  conditions  to  be 
treated . 

(ab)  A program  unit  application.  Part  B,  is  to  be 
submitted  for  each  professional  staff  member. 

(ac)  The  program  must  be  included  in  the  district's 
approved  budget. 

(d)  Extended  Year  Programs. 

(i)  School  districts  may  provide  extended  year 
special  education  programs , providing  the  district  obtains 
prior  written  approval  from  the  Office  of  Public  Instruction. 

(ii)  Extended  year  programs  consist  of  those  instruc- 
tional sessions  which  provide  a pupil  with  special  education 
service  in  excess  of  the  regular  school  year.  Extended  year 
programs  should  only  be  considered  for  a small  percentage  of 
handicapped  students  who  require  concentrated  assistance  to 
prevent  skill  regression. 

(iii)  Extended  year  programs  should  clearly  focus  on 
the  maintenance  of  skills  and  should  not  generally  be  consid- 
ered as  an  ongoing  developmental  program. 

(iv)  Before  an  extended  year  program  can  be  started, 
the  following  information  must  be  provided: 

(aa)  Dates  for  the  program. 

(cib)  A brief  outline  of  the  program. 

(ac)  An  estimate  of  cost  for  the  program. 

(ad)  An  explanation  of  how  children  are  selected  for 
the  program. 

(ae)  A list  of  staff  members  for  the  proposed  program. 
Under  each  staff  member's  name,  write  the  initials  and 
birthdates  of  the  children  to  be  served  by  that  staff 
member.  Also,  for  each  child  list  the  type  of  handicapping 
condition,  severity  of  the  handicap  (mild,  moderate,  severe/ 
profound)  and  number  of  hours  of  service  to  be  given  each 
week . 

(af)  A letter  of  program  approval  from  the  Office  of 
Public  Instruction. 
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(ag)  Proof  that  the  budget  authority  has  been  estab- 
lished in  the  school  year  in  which  the  program  is  to  be 
operated. 

(e)  Post  High  School  Programs. 

(i)  When  an  agency  v/hich  has  responsibility  for  a 
handicapped  person  over  21  but  not  more  than  25,  inclusive, 
cannot  provide  appropriate  services  to  that  person,  the 
agency  may  contract  with  the  local  school  district  to  provide 
such  seryices.  Funds  received  under  these  contracts  shall 
be  deposited  in  fund  XX  and  utilized  to  provide  the  services 
specified  in  the  contract. 

( f ) Rental  of  Facilities . 

(i)  To  use  special  education  monies  for  rental  of 
land  or  buildings , the  following  requirements  must  be  met: 

(aa)  Premises  must  meet  all  requirements  of  the  Board 
of  I ublic  Education  as  established  in  the  Standards  for 
Accreditation  of  Montana  Schools  and  the  Department  of 
health  and  Environmental  Sciences. 

(ab)  If  possible*  all  rented  facilities  are  to  be 
shared  between  regular  and  special  eTbcation  proqrams.  (See 
Rule  48-2. 18  (30) -S 18510 — 01-01-'’ 0r7.  j 

(ac)  Specific  written  authorization  must  be  given  by 
the  Superintendent  of  Public  Instruction  if  the  facility  is 
not  to  be  shared  between  the  regular  and  special  education 
programs . 

(ad)  Compliance  with  Section  75-7813.1,  R.C.M.  1947, 
of  Montana  School  Law. 

(g)  Remodeling  Facilities  for  Physically  Handicapped. 

(i)  A request  submitted  Tor  remodeling  facilities  for 

the  handicapped  must  include  complete  justification  for  the 
remodeling  and  projected  costs.  If  the  request  is  approved 
by  the  Superintendent  of  Public  instruction,  actual  costs 
may  be  covered  under  the  special  education  budget. 

(h)  Contracted  Services. 

(i)  All  contracts  must  be  approved  by  the  Super- 
intendent of  Public  Instruction  before  the  provisions  in  the 
contract  become  effective.  (See  Rule  48-2 . 18 (30) -S18510 — 
01-01-0280. ) 

(i)  Learning  Disabled,  Exceeding  Two  Percent. 

(i)  Services  for  the  learning  disabled,  like  all 
special  education  services,  are  not  to  conflict  with  the 
regular  instructional  programs  and  existing  remedieil  services. 
Programs  for  the  learning  disabled  have  a primary  responsi- 
bility for  providing  instruction  and  services  to  meet  the 
educational  needs  of  the  most  seriously  handicapped,  while 
the  regular  program  of  instruction  has  the  responsibility  to 
provide  the  kinds  of  individualized  remedial  instruction 
needed  to  meet  the  heeds  of  students  with  mild  learning 
problems . 

(ii)  Generally-,  the  incidence  of  learning  disabled 
students  will  not  exceed  two  percent  of  the  district's 
school  population.  In  some  cases,  school  districts  may  find 
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that  they  have  unusual  numbers  of  learning  disabled  students. 
When  a district  plans  a program  which  is  designed  to  serve 
more  than  two  percent  of  the  district's  school  population, 
the  Superintendent  of  Public  Instruction  may  review  the 
records  of  the  children  being  classified  as  learning  disabled 
to  verify  the  need  for  additional  program. 

(iii)  The  staff  of  the  Superintendent  of  Public 
Instruction  will  examine  the  records  of  the  identified 
learning  disabled  to  determine  that  each  identified  child 
has  : 

(aa)  had  a comprehensive  educational  evaluation  by 
the  Child  Study  Team  and  is  diagnosed  as  learning  disabled; 

(ab)  had  a written  individualized  education  plan 
based  on  the  specific  needs  of  the  child  as  determined  by 
the  Child  Study  Team's  evaluation;  and 

(ac)  wi'itten  parental  consent  for  program  placement, 
parental  involvement  in  the  development  of  the  individualized 
education  plan  and  parental  concurrence  with  the  diagnosis 

of  the  child's  problem  and  the  plan  for  delivery  of  services. 

(iv)  The  district  is  required  to  fulfill  the  above 

criteria  regardless  of  whether  or  not  the  request  to  exceed 
two  percent  is  acted  on.  The  budget  limitation  is  to  ensure 
that  funds  for  learning  disabled  programs  are  used  to  assist 
handicapped  children  rather  than  to  supplement  the  general 
curriculum  of  a school  district.  (History:  Sec.  75-7811, 

75-7813.1,  R.C.M.  1947;  Order  MAC  No.  48-1;  Adp.  8/10/77; 

Eff.  8/25/77.) 


Sub- Chapter  30 
Special  Education  Budget 


48-2 . 1 8(30) -S18490  RELATIONSHIP  TO  THE  GENERAL  FUND . 

(1)  Although  the  budget  for  a district's  special 
education  program  is  developed  as  a distinct  budget,  it  is 
folded  into  and  becomes  a part  of  the  maximum  budget  without 
a voted  levy  portion  of  the  district's  total  general  fund 
budget.  The  special  education  budget  follows  the  same 
provisions  of  operation  as  the  general  fund  except: 

(a)  Funds  approved  to  support  the  special  education 
budget  may  be  expended  only  for  special  education  purposes 
as  approved  by  the  Superintendent  of  Public  Instruction  in 
accordance  with  the  special  education  budgeting  provisions. 

(b)  For  accounting  purposes,  a separate  register,  in 
addition  to  the  general  fund  register,  shall  be  kept  which 
will  provide  accurate  information  regarding  the  expenditure 
of  special  education  allowable  costs.  Allowable  costs  will 
be  construed  to  mean  revenue  or  monies.  The  trustees' 
annual  report  to  the  Superintendent  of  Public  Instruction 
will  include  provisions  for  reporting  special  education 
expenditures  separately. 
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(1) 


_ 4 S 2 . 1 8 ( 3 0 ) - S 1 8 5 _0Q__  DEFINITIONS  AND  EXPLANATIONS 
Full-Time  Special  Education  Pupil. 

(a)  If  a student  spends  than  half  his  time  in 

e regular  program  and  the  balance  of  his  ti.me  in  school  in 
che  specJa i education  proem,  am,  ho  shs.  II  be  considered  a 
mil-time  special  pup.i  1 rut  shall  not  be  considered  regularly 
enrolled  for  nN3  purposes.  If  a student  spends  half  or 
more  of  his  time  in  the  regular  program  and  the  balance  of 
his  time  in  the  special  education  program,  he  shall  be 
considered  enrolled  for  AN 3 purposes.  The  number 

°.  -uH""h.Lme  special  eduction  .students  for  the  current  year 
will  be  used  .in  establishing  i Ac.-  ensuing  year’s  special 
education  budget.  This  defi.i  is  applicable  to  those 

line  items  which  are  determine!;  ry  C and  D calculations  as 
defined  in  Rule  48 


(b)  The  s 
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. .ill-time  special  education 

pupils  is  determined  by  using  class  assignments  as  of  February 
1 of  the  current  year.  Documentation  of  this  determination 
must  be  reduced  to  writing  and  kept  within  the  special 
education  files  for  reference. 

(2)  Current  and  Ensuing  Year. 

(a)  ihe  current  year  refers  to  the  fiscal  year  which 
is  in  progress  during  budget  preparation.  The  ensuing  year 
refers  to  the  period  of  time  for  which  the  budget  is  beinq 
prepared. 

(3)  School  Di str i c t Budget  Limitation. 

(a)  Special  education  comes  under  the  provisions  of 
Section  75-6923,  R.C.M.  194/,  which  limits  the  growth  of  the 
general  fund  budget  during  the  current  year.  The  limitations 
do  not  apply  to  new  or  additional  special  education  programs 
v.’hicn  are  approved  by  the  Superintendent  of  Public  Instruc- 
tion . 

(4)  Tran: 
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(a)  The  trustees  of  any  district  may  transfer  amounts 
between  line  items  in  the  special  education  budget,  except 
that  transfer  into  a line  item  that  has  reached  the  maximum 
statutory  limitation  is  not  allowed . All  items  that  are 
determined  by  either  C,  D or  E calculations  (see  Rule  48- 

2 . 18  (30) -S18490  (8) ) have  limitations.  Transfer  out  of  these 
items  is  permissible. 

(b)  Although  the  law  provides  that  a district  may 
transfer  between  line  items  with  board  approval,  it  also 
states  that  this  applies  to  excess  appropriations . If  a 
school  district  budgets  for  a contract  or  a staff  position 
in  special  education  and  does  not  fill  that  contract  or 
position,  the  unexpended  monies  left  in  that  line  item  are 
not  considered  excess  and  not  subject  to  transfer  without 
the  Office  of  Public  Instruction's  approval. 

(5)  Expansion  or  Implementation  of  Program  During  a 
Given  School  Term . 

(a)  Provisions  exist  for  adoption  of  emergency  budgets 
under  Section  75-6905(21),  R.C.M.  1947,  for  a school  district 
which  must  initiate  or  expand  programs  during  a school  term 
to  serve  handicapped  children  not  previously  identified. 
Regular  emergency  budgeting  procedures  must  be  followed 
under  provisions  established  in  Sections  75-6723  and  75- 
6730,  R.C.M.  1947. 

( 6 ) Cooperative  Special  Education  Programs . 

(a)  Each  application  for  a cooperative  special  educa- 
tion program  shall  be  submitted  through  a single  district. 

The  applicant  district,  on  submission  of  both  the  budget  and 
program  applications,  will  identify  the  districts  to  be 
served  as  well  as  the  projected  population  and  caseloads.  A 
written  agreement  explaining  how  services  will  be  provided 
must  be  submitted  to  the  Superintendent  of  Public  Instruction 
and  signed  by  all  involved  school  districts.  This  procedure 
also  applies  to  services  which  are  provided  for  under  the 
contracted  services  portion  of  the  special  education  budget. 

( 7 ) Special  Education  Ch ild  Eli gib i lity  for  Trans- 
portation . 

(a)  With  the  approval  of  the  Superintendent  of  Public 
Instruction,  any  special  education  child  shall  be  eligible 
for  transportation  which  shall  be  provided  by  the  resident 
district  when: 

(i)  he  is  enrolled  in  a special  education  class  or 
program  operated  by  the  district  of  such  child's  residence; 

(ii)  he  is  enrolled  in  a special  education  class  or 
program  operated  by  a Montana  district  other  than  the  child's 
resident  district; 

(iii)  he  is  enrolled  under  an  approved  tuition  agree- 
ment in  a special  education  class  or  program  operated  outside 
of  the  state  of  Montana; 

(iv)  he  is  enrolled  under  an  approved  tuition  agreement 
in  a private  institution. 
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(b)  Special  student  transportation  for  handicapped 
children  to  and  from  school  is  not  an  allowable  cost  under 
the  special  education  budget  in  the  general  fund.  Budget 
authority  for  transportation  of  handicapped  children  must  be 
established  in  the  transportation  fund  of  the  local  school 
district  and  must  follow  the  budgeting  procedures  established 
in  the  School  Finance  and  Statistics  Reference  Manual,  Topic 
13,  pages  5 and  23,  and  in  accordance  with  S^cTTon- 75 - 7 8 1 5 . 
R.C.M.  1947. 

(c)  The  regulations  and  schedule  of  payment  are  found 
in  Sub-Chapter  50  of  this  manual. 

(8)  Calculations  for  Budgeting  Purposes. 

(a)  "A"  Calculation — Entire  Cost. 

(b)  ' B"  Calculation — Portion  of  the  entire  cost 
corresponding  to  the  portion  of  the  entire  time  which  each 
person  and/or  equipment  is  assigned  to  the  special  program. 

(c)  C ’ Calculation — The  amount  allowed  for  budget 
purposes  per  full-time  special  pupil  may  not  exceed  the 
amount  budgeted  per  regular  ANB  for  the  current  year.  The 
current  general  fund  budget  item  div  j_ued  by  the  number  of 
regular  ANB  equals  per  ANB  cost.  Per  ANB  cost  times  the 
number  of  full-time  special  eucation  students  equals  total 
special  education  amount  allowable  in  the  special  education 
budget.  Iv  the  trustees  annual  report,  the  district  must 
report  actual  expenditures  but  cannot  report  an  amount  in 
excess  of  these  line  items-. 

(d)  "D"  Calculation- -The  amount  allowed  for  budget 
purposes  for  ful1-time  special  pupils  may  not  exceed  the 
amount  budgeted  for  the  current  year  per  regular  ANB  (same 
as  the  C Calculation)  times  a 1.75  factor. 

(e)  "E"  Calculation — The  amount  allowed  for  budgeting 

purposes  is  determined  by  dividing  the  number  of  special 
education  classrooms  by  the  total  number  of  classrooms  in 
the  school  district.  If  the  size  of  classrooms  is  substan- 
tially diverse,  the  district  must  use  a ratio  to  make  the 
classroom  size  comparable.  Classrooms  include  all  instruc- 
tional space  used  by  the  school  district.  The  resulting 
percentage  times  the  current  year's  general  fund  budget  line 
item  will  determine  the  maximum  amount  allowable  on  the 
special  education  budget.  (History:  Sec.  75-7813.1,  R.C.M. 

1947;  Order  MAC  No.  48-1;  Adp.  8/10/77;  Eff.  8/25/77.) 

48-2. 18(30) -S 18510 COMPUTATION  AND  LIMITATIONS.  (1) 

Administration . " “ ‘ 

(a)  01-01-0111  Salaries,  Professional:  B Calculation 

(i)  Documentation  of  administration  charges  against 
the  special  education  program  may  be  verified  by  finding  the 
percentage  of  special  education  professional  staff  of  the 
total  professional  staff  of  the  school  district.  This 
percentage  is  verification  of  time  spent  on  the  special 
education  program.  The  special  education  budget  amount  is 
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determined  by  multiplying  the  ensuing  administrative  budget 
by  the  determined  percentage  figure.  No  other  verification 
of  time  in  this  line  item  is  necessary  unless  the  school 
claims  more  than  the  percentage  allowed.  In  this  case,  all 
individuals  claimed  must  then  maintain  time  records  to 
substantiate  their  claims. 

(ii)  If  a school  district  employs  a supervisor  of 
special  education  under  01-01-0215,  this  line  item  may  not 
exceed  five  percent  of  the  amount  budgeted  on  the  projected 
general  fund  budget  01-01-0111  line  item. 

(b)  01-01-0113  Salaries,  Clerical:  C Calculation 

(c)  01-01-0150  Supplies,  Administrative:  C Calcula- 

tion 

( 2 ) Supervision  and  Instruction . 

(a)  01-01-0211  Salaries,  Principals:  D Calculation 

(i)  Rather  than  keeping  time  records,  verification  of 

time  district  wide,  up  to  the  maximum  allowable,  is  calculated 
based  on  the  percentage  of  special  education  professional 
staff  to  the  total  professional  staff  of  the  district. 
Whichever  is  smaller,  the  percentage  times  the  current 
year's  general  fund  line  item  01-01-0211  or  the  D Calculation 
will  be  the  authorized  amount. 

(b)  01-01-0212  Salaries,  Teachers  (Tutorial):  B 

Calculation 

(c)  01-01-0213  Salaries,  Clerical:  D Calculation 

(i)  Verification  of  .time  is  same  as  01-01-0211. 

(d)  01-01-0214  Aides:  B Calculation  (Teacher 

aides,  playground  aides,  transportation  aides,  etc.) 

(e)  01-01-0215  Salaries,  Special  Education  Teachers, 

Clinicians  and  Supervisors:  A Calculation 

(f)  01-01-0218  Travel,  Mileage:  A Calculation 

(i)  Travel  expenses  for  special  education  personnel 
who  must  travel  on  an  itinerant  basis  from  school  to  school 
or  district  to  district. 

(ii)  Travel  expenses  for  resident  district  Child 
Study  Teams  are  allowable  costs  as  approved  by  the  Office  of 
Public  Instruction.  (See  Rule  48-2 . 18  (22) -S18430 , Resident 
District  Responsibilities.) 

(g)  01-01-0232  Supplies,  Instruction  Shared:  C 

Calculation 

(h)  01-01-0233  Supplies,  Instruction,  Special 

Education:  A Calculation 

(i)  Included  in  this  line  item  are  all  supplies 
consumed  in  the  teaching/learning  process. 

(i)  01-01-0241  Textbooks:  C Calculation;  Special, 

Education  Textbooks:  B Calculation 

(j)  01-01-0250  Other  Expenses  (including  minor 

equipment  less  than  $200):  B Calculation 

(k)  01-01-0280  Contracted  Services:  A Calculation 

(i)  This  line  item  includes  fees  paid  for  professional 

advice  and  consultation  regarding  special  students  or  the 
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special  education  program  and  for  the  delivery  of  special 
education  services  by  public  or  private  agencies.  All 
contracts  must  be  approved  by  the  Superintendent  of  Public 
Instruction  prior  to  contracting  for  services. 

(ii)  The  Superintendent  of  Public  Instruction  must 
approve  all  fees  charged  and  may  place  limitations  on  the 
amount  that  can  be  charged. 

( 3 ) Library  Service s . 

(a)  01-01-0310  Salaries:  C Calculation 

(b)  01-01-0342  Books  and  Periodicals:  C Calculation 

(c)  01-01-0350  Other  Expenses:  C Calculation 

( 4 ) Supportive  Servic e s . 

(a)  01-01-0410  SaTarTes,  Professional:  B Calculation 

(i)  Assignment  to  the  special  education  program  can 

be  documented  either  by  schedules  or  time  records.  Eligible 
personnel  are  listed  in  Sub-Chapter  38. 

(b)  01-01-0413  Salaries,  Clerical:  B Calculation 

(i)  Documentation  by  time  records  or  schedules. 

(c)  01-01-0418  Travel,  Mileage:  A Calculation 

(i)  The  same  provisions  outlii  _:J  in  01-01-0218  apply 
to  supportive  personnel  travel . 

(d)  01-01-0450  Other  Expenses:  C Calculation 

( 5 ) Transportatio n . 

(a)  01-01-0555  Boom  and  Board:  A Calculation 

(i)  (See  out-of-district  placement  in  Rules  48- 
2 . 1 8 ( 2 2 ) -S18 4 3 0 and  43-2 . 18  ( 2 6 ) -S1848 0 ( 1 ) (b)  of  this  chapter.) 

( 6 ) Operation  of  Plant . 

(a)  01-01-0600  Operation:  E Calculation 

(7)  Maintenance  of  Plant. 

(a)  01-01-0700  Mainter ance : E Calculation 

(8)  School  Food  Services. 

(a)  01-Gx  0800  School  Fc^d:  C Calculation 

(9)  Student  Body  and  Auxiliary  Services. 

(a)  01-01-0900  Salaries  and  Other  Expenses:  C 

Calculation 


(10)  Other  Charges . 

(a)  01-01-1021  Social  Security:  A Calculation 

(b)  01-01-1022  Teacher  Retirement  Service:  A 

Calculation 


(c)  01-01-1023  Public  Employee  Retirement  System: 

A Calculation 

(d)  01-01-1024  Unemployment  Compensation:  A Calcu- 

lation 


(e)  01-01-1056  Rental  of  Land  and  Buildings:  C 

Calculation 

(i)  (See  Rule  48-2.18  (26) -S18480  (1)  (f)  (i)  (ac)  of  this 
manual  for  an  exception  to  the  C Calculation.  If  exception 
is  approved,  it  is  an  A Calculation.) 

(f)  01-01-1057  Insurance:  E Calculation 

(i)  Use  E Calculation  except  when  insurance  is  consid- 
ered an  employee  benefit  (such  as  workman's  compensation  or 
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sickness  and  accident  insurance) . If  insurance  is  considered 
an  employee  benefit,  use  actual  cost  A.  Calculation. 

(g)  01-01-1072  Interest  on  Warrants:  A Calculation 

(11)  Capital  Outlay. 

(a)  01-01-1163  Remodeling  and  Improvements,  General: 

C Calculation 

(b)  01-01-1164  Equipment,  Special  Education,  Major 

($200  or  more) : B Calculation 

(i)  Only  equipment  essential  to  operation  of  the 
special  education  program  is  allowable.  A school  district 
must  submit  with  its  proposed  budget  an  inventory  of  existing 
equipment  in  the  special  education  program  as  well  as  pro- 
jected equipment  needs.  The  Superintendent  of  Public  Instruc- 
tion has  authority  to  delete  any  pieces  of  equipment  from 
the  projected  inventory  list  and  disapprove  them  as  an 
allowable  cost.  If  any  equipment  is  shared,  that  cost  is 
distributed  equally,  by  use,  among  the  programs  using  the 
equipment.  General  equipment  costs  should  be  calculated 
using  the  C Calculation. 

(c)  01-01-1165  Remodeling,  Special  Equipment  for 

School  Buses:  A Calculation.  Other  Expenses:  C Calculation. 

(i)  Remodeling  for  handicapped  and  special  equipment 
for  district  owned  and/or  contracted  school  buses  is  an  A 
Calculation.  All  other  expenses  are  a C Calculation. 
(Authorization  for  approval  of  expenditures  under  this  line 
item  must  be  pre-approved  hy  the  Superintendent  of  Public 
Instruction . ) 

(12)  Previously  Approved  Emergency  Special  Education 
Budget  Expenditures. 

~ (i)  This  line  item  must  have  had  specific  authorization 

and  approval  from  the  Superintendent  of  Public  Instruction 
under  emergency  budgeting  provisions  in  order  to  be  included 
on  the  ensuing  year's  budget.  The  actual  expenditures  or 
budget  authority  approved  under  this  line  item  must  have 
occurred  during  the  current  year  but  not  included  on  the 
current  year's  budget.  In  the  trustees  annual  report,  the 
actual  expenditure  under  the  emergency  budget  must  be  reported. 

(13)  Discussion  of  Budget  Adjustments. 

(i)  To  provide  for  better  communication  between  the 
Office  of  Public  Instruction  and  school  districts  concerning 
the  special  education  rules  and  budgeting  procedures,  the 
Superintendent  of  Public  Instruction  will  meet,  upon  request, 
with  school  district  officials  to  discuss  any  reduction  in  a 
school  district's  special  education  budget  request  within  a 
reasonable  time  after  the  district  is  notified  of  any  budget 
reduction.  (History:  Sec.  75-7813.1,  R.C.M.  1947;  Order 

MAC  No.  48-1;  Adp.  8/10/77;  F.ff.  8/25/77.) 
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The  complete  Special  Education  Rules  and  Regulations  Reference  Manual  should  be 
reviewed  before  beginning  an  audit  of  a special  education  program.  Also, 

Title  75,  Chapter  78,  dealing  with  special  education,  should  be  reviewed  for 
other  statutory  requirements. 
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1.  Review  the  Special  Education  Rules  and  Regulations  Reference  Manual  and 
the  special  education  statutes  in  Title  75,  Chapter  78. 

2.  Verify  that  the  special  education  program  has  been  approved  by  the  Office 
of  Public  Instruction  (OPI). 

3.  Review  the  preparation  of  the  special  education  budget.  Test  the  cal- 
culation of  each  line  item  per  the  statutes  and  regulations  in  the  Manual 
to  determine  if  the  budget  is  properly  submitted  for  approval  from  the 
Superintendent  of  Public  Instruction. 

4.  Review  special  education  expenditures  as  restrictively  as  those  regular 
expenditures  of  the  district.  Satisfy  yourself  that  these  expenditures 
are  made  the  same  as  other  district  expenditures  through  the  claim  and 
warrant  process,  that  they  are  adequately  documented,  and  that  they  have 
the  approval  of  the  board  of  trustees. 

5.  Test  the  expenditures  charged  to  the  special  education  budget  and  the 
various  line  item  expenditure  catagories  to  see  that  they  follow  the 
expenditure  computations  and  limitations  set  forth  in  the  Manual  and  in 
the  statutes. 

In  particular,  verify  the  following: 

a.  All  teachers  paid  from  special  education  funds  must  be  approved 
by  OPI  on  a Program  Unit  Approval. 

b.  All  aides  paid  by  special  education  funds  must  actually  work 
in  special  education  for  the  number  of  hours  for  which  they 
are  being  paid.  (Check  with  special  education  director  or 
equivalent. ) 

c.  No  rental  costs  may  be  paid  from  special  education  funds  unless 
approval  has  been  received  from  OPI,  unless  the  land  and  build- 
ings are  shared  between  special  and  regular  pupils. 

d.  Equipment  charged  to  the  special  education  budget  must  be 
essential  to  the  operation  of  the  program  and  actually  used  in 
the  program. 

e.  Only  travel  expenses  within  the  district  may  be  charged  to  the 
special  education  budget,  all  others  must  be  paid  from  the 
regular  budget. 

6.  Review  the  annual  reporting  procedures  to  determine  if  special  education 
expenditures  are  reported  separately. 

7.  If  line  item  transfers  are  utilized,  verify  that  no  recipient  line  item 
exceeds  the  maximum  statutory  limitations. 
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8.  If  transfers  are  made  between  line  items,  verify  that  the  transfers  are 
made  from  excess  appropriations  only. 

9.  Verify  that  the  cash  balance,  if  any,  at  the  end  of  the  fiscal  year  is 
used  only  to  reduce  any  equalization  payments  for  the  ensuing  fiscal  year. 

10.  Verify  that  the  total  special  education  expenditures  do  not  exceed  the 
total  special  education  budget  authority. 

11.  Ascertain  whether  the  program  is  a cooperative  special  education  program. 
If  determined  to  be  cooperative,  the  application  should  be  submitted 
through  a single  district.  The  applicant  district  should  identify  the 
districts  to  be  served  as  well  as  the  projected  population  and  caseloads. 

A written  agreement  explaining  how  the  service  will  be  provided  must 

be  submitted  to  the  Superintendent  of  Public  Instruction  and  signed  by 
all  involved  school  districts.  This  procedure  also  applies  to  services 
to  be  provided  for  under  the  contracted  services  portion  of  the  special 
education  budget. 
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School  Officials  and  Employees 

Although  there  seems  to  be  no  statute  specifically  requiring  school  officials 
or  employees  to  be  bonded,  prudence  and  sound  management  would  require  some 
bonding  of  key  persons  as  a minimal  requirement. 

Insurance 

Section  75-8212  provides  that  the  trustees  "have  the  authority  and  it  shall 
be  their  duty"  in  insure  all  property  of  a district. 

Section  75-7012  requires  the  trustees  to  carry  bodily  injury  and  liability 
insurance  on  district-owned  and  operated  buses,  or  district  buses  operated 
by  a private  party  under  a contract  not  requiring  the  private  party  to  carry 
the  insurance. 

Section  75-5939  permits  the  trustees  to  purchase  insurance  coverage  for  the 
district,  trustees,  and  employees  against  personal  or  property  liability. 

Sovereign  immunity  is  no  longer  available  as  a defense.  Schools  have  the 
authority  to  levy  a tax  to  pay  the  premium  for  comprehensive  insurance. 

Such  a tax  may  be  levied  even  though  as  a result  the  maximum  levy  as  other- 
wise restricted  by  law  is  exceeded  thereby,  provided  that  the  revenues  derived 
may  not  be  used  for  any  purpose  other  than  insurance.  (82-4309,  and  A.G.O. 
Number  109,  Volume  37). 

All  insurance  needs  should  be  reviewed  by  the  board  of  trustees  at  least 
annual ly. 
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Insurance  and  Bond  Coverage 


1.  Examine  the  employee  bond  and  determine  if  it  provides  adequate  coverage. 

2.  Examine  current  insurance  policies  and  determine  whether  all  district- 
owned  property  is  insured. 

3.  Determine  whether  liability  insurance  is  carried  on  district-owned  buses. 

4.  Determine  whether  personal  or  property  liability  insurance  has  been 
purchased  to  cover  the  trustees  and  employees. 

5.  Verify  that  all  insurance  requirements  are  reviewed  by  the  board  of 
trustees  at  least  annually. 
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Introduction 

A petty  cash  fund  is  not  a requirement,  but  if  it  is  determined  to  be  necessary 
or  desirable,  a petty  cash  fund  may  be  established  by  action  of  the  board  of 
trustees.  Any  petty  cash  fund  shoudl  be  operated  on  the  imprest  system. 

The  imprest  system  is  a system  for  hand'Mng  minor  disbursements,  whereby  a set 
amount  is  set  aside  for  this  purpose.  As  disbursements  are  made,  receipts  are 
obtained  and  petty  cash  vouchers  are  prepared.  At  any  time,  the  total  of  cash 
on  hand  plus  the  petty  cash  vouchers  must  equal  the  authorized  amount  for  the 
petty  cash  fund.  From  time  to  time,  or  as  needed,  the  receipt  and  petty  cash 
vouchers  are  attached  to  a claim  for  reimbursement.  The  reimbursement  should 
return  the  amount  of  cash  to  the  authorized  amount-  The  reimbursement  warrant 
shoul  be  charged  to  the  funds  and  budget  items  according  to  the  disbursements 
made  as  evidenced  by  the  receipts  and  petty  cash  vouchers. 

Every  claim  for  reimbursement  should  be  completely  documented.  Receipts 
signed  by  the  payee,  and  petty  cash  vouchers  for  minor  items  attested  to  by 
the  petty  cash  custodian,  would  generally  be  sufficient  for  this  purpose. 
Invoices  may  often  be  available. 

Some  petty  cash  funds  are  set  up  as  separate  checking  accounts.  Others  are 
maintained  as  cash  on  hand,  and  should  be  relatively  small  in  amount.  Checks 
should  require  dual  signatures,  and  there  should  be  no  petty  cash  checks 
cashed  through  the  petty  cash  fund. 

The  only  receipts  to  the  petty  cash  fund  should  be  the  reimbursement  warrants. 
Other  sources  of  receipts  often,  but  erroneously,  deposited  to  the  petty  cash 
fund  are  refunds,  minor  sales.  Workers'  Compensation  Division  dividends,  etc. 

An  accounting  record  of  all  petty  cash  transactions  should  be  maintained. 
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1.  Count  and  list  petty  cash  on  hand  and  unreimbursed  petty  cash  vouchers. 

2.  Verify  that  the  fund  is  maintained  on  the  imprest  system. 

3.  If  a checking  account  is  part  of  the  imprest  petty  cash  fund,  obtain 

a bank  verification  of  the  balance  as  of  June  30  and  reconcile  the  bank 
account. 

4.  Reconcile  the  cash  on  hand,  unreimbursed  petty  cash  vouchers  and  bank 
account,  if  any,  to  the  authorized  petty  cash  fund  amount. 

5.  If  necessary,  reconcile  the  cash  on  hand  on  the  cut-off  date  to  the  June 
30  audit  date. 

6.  Scan  the  cancelled  checks  for  the  period  for  authorized  signatures 
(require  dual  signatures)  and  endorsements. 

7.  Ascertain  that  no  petty  cash  check  is  cashed  and  deposited  through  the 
imprest  petty  cash  fund. 

8.  Review  petty  cash  vouchers  to  verify  that  the  petty  cash  funds  are 
used  only  for  the  purpose  intended  (small  purchases,  postage,  freight, 
etc. ) . 

9.  Verify  that  the  petty  cash  vouchers  for  the  audit  period  are  supported 
with  attached  documentation  and  were  properly  approved. 

10.  Verify  that  the  only  type  of  receipts  permitted  to  the  imprest  petty  cash 
fund  is  for  the  reimbursement  of  petty  cash  vouchers.  No  miscellaneous 
income  or  other  moneys  may  be  commingled  with  the  authorized  petty  cash 
fund. 

11.  Verify  that  employees  are  prohibited  from  the  cashing  of  checks  or 
authorizing  checks  payable  to  themselves  from  the  petty  cash  fund. 

12.  Verify  that  the  petty  cash  fund  does  not  exceed  the  authorized  amount 
and  that  the  amount  is  commensurate  with  the  needs  of  the  office  or 
department. 

13.  Verify  that  when  the  petty  cash  fund  is  reimbursed,  the  various 
expenditures  are  charged  to  the  appropriate  fund. 

14.  Verify  that  a record  is  kept  of  all  petty  cash  transactions. 
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INTRODUCTION 


Under  the  provisions  of  Section  75-6323,  the  Department  of  Community  Affairs 
has  issued  the  "School  District  Handbook  for  Extracurricular  Funds".  The 
Handbook  provides  basic  policy  and  bookkeeping  guidelines  for  the  administration 
of  the  extracurricular  fund.  The  bookkeeping  procedures  in  use  at  the 
district  should  follow  the  guidelines  in  the  Handbook,  and  the  audit  program 
that  follows  is  designed  to  be  used  in  conjunction  with  the  Handbook.  The 
Handbook  should  be  in  the  possession  of  the  fund  custodian  or  fund  admini- 
strator. 

Generally,  the  records  and  documents  will  consist  of  the  following: 

1.  Combined  receipt,  disbursement,  and  fund  balance  register; 

2.  Receipt  documents; 

3.  Checks; 

4.  Disbursement  authorizations  with  supporting  documentation; 

5.  Transfer  authorization  forms; 

6.  Bank  statements. 

Also,  in  some  schools  there  will  be  policy  or  procedural  guidelines  approved 
by  the  board  of  trustees  for  the  operation  of  the  extracurricular  fund. 
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There  should  be  no  cash  on  hand  at  the  end  of  the  audit  period  on  June  30. 

If  the  records  or  audit  program  reveals  that  there  was  or  should  have  been 
cash  on  hand,  verification  of  that  amount  should  be  made.  The  cash  on  hand 
should  be  counted,  and  worked  back  to  reconstruct  the  amount  that  should  have 
been  on  hand  on  June  30.  Although  this  cash  count  may  not  be  in  the  audit 
period,  it  should  prove  helpful  in  reviewing  the  receipting,  depositing,  and 
safekeeping  procedures  actually  practiced  by  the  school  district. 

Each  fund  account  should,  in  theory,  be  an  account  for  an  organized  student 
activity.  Major  exceptions  are  the  athletics  fund  account  and,  occasionally, 
a revolving  fund  account.  If  the  school  is  located  far  from  the  county  seat, 
the  extracurricular  fund  may  include  a clearing  fund  account  for  the  deposit 
of  district  food  services  fund  collections.  Deposits  to  such  a clearing 
fund  account  should  be  deposited  with  the  county  treasurer  monthly. 

The  fund  custodian  should  make  regular  reports  to  the  student  organization 
and  to  the  board  of  trustees.  The  reports  should  include  a statement  of  the 
beginning  balance,  receipts,  disbursements,  and  ending  balances  for  each 
fund  account  and  for  the  total  extracurricular  fund.  There  should  also  be 
a reconcilement  of  the  total  ending  balance  with  the  cash  on  hand,  cash  in 
bank,  and  investments.  Finally,  a detailed  listing  of  any  transfers 
between  fund  accounts  should  be  provided. 

We  have  also  recommended  that  separate  bank  and  cash  control  accounts  be 
maintained  for  the  extracurricular  fund.  The  cash  control  account  should 
agree  with  the  amount  of  cash  on  hand  actually  held  by  the  fund.  The  bank 
control  account  should  reconcile  with  the  balance  in  the  bank  and  with  any 
investments.  If  these  accounts  are  used,  they  will  greatly  reduce  the 
problems  that  can  arise  from  failure  to  correlate  receipts  to  deposits. 
Additional  information  on  the  control  accounts  can  be  found  in  the  Handbook. 
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1.  If  the  records  indicate  that  is  was  cash  on  hand  at  the  end  of  the 
audit  period,  locate  and  count  all  cash  on  hand  at  the  time  the  audit  is 
started.  Have  the  fund  custodian  sign  for  the  return  of  the  cash. 

2.  Reconcile  the  cash  on  hand  at  the  time  the  audit  is  started  back  to  the 
cash  on  hand  at  the  close  of  the  audit  period  on  June  30. 

3.  Verify  the  composition  of  the  cash  and  cash  items  on  hand  at  the  time 
of  your  count. 

4.  Confirm  the  ending  bank  balance  with  the  depository  bank. 

5.  Verify  all  investments  by  confirmation  or  inspection. 

6.  Determine  whether  separate  bank  and  cash  control  accounts  are  maintained. 

7.  Verify  that  the  bank  account  and  any  investments  are  reconciled  monthly 
to  the  bank  control  account. 

8.  Verify  that  the  cash  control  account  is  reconciled  monthly  with  the  actual 
cash  on  hand. 

9.  Reconcile  the  confirmed  June  30  bank  balance  with  the  bank  control  account. 

10.  Prepare  a work  paper  listing  the  beginning  balances,  receipts,  disburse- 
ments, and  ending  balances  for  each  fund  account. 

11.  Prepare  a work  paper  listing  the  monthly  receipts  and  disbursements  for 
each  fund  account  and  reconcile  these  amounts  to  the  total  monthly 
receipts  and  disbursements  for  the  fund. 

12.  List  all  transfers  between  fund  accounts,  showing  the  receiving  and 
disbursing  fund  accounts  and  the  amounts. 

13.  Reconcile  the  total  of  the  ending  fund  account  balances  with  the  cash  on 
hand,  cash  in  the  bank,  and  investments. 

14.  Verify  that  the  fund  custodian: 

a.  Totals  receipts  and  disbursements  monthly; 

b.  Reconciles  the  total  fund  balance  with  the  cash  on  hand,  cash 
in  the  bank,  and  investments  each  month; 

c.  Prepares  and  submits  the  following  monthly  reports  to  the  board 
of  trustees; 

(1)  A statement  of  beginning  balances,  receipts,  disburse- 
ments, and  ending  balances  for  each  fund  account  and 
for  the  total  extracurricular  fund. 
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14.  cont. 

(2)  A monthly  reconcilement  between  the  extracurricular 
fund  balance  and  the  cash  on  hand,  cash  in  the  bank, 
and  investments. 

(3)  A detailed  listing  of  transfers  between  fund  accounts. 

15.  Compare  a sample  of  the  monthly  reports  to  the  extracurricular  fund 
accounting  records. 

16.  Determine  whether  the  previously  noted  deficiencies  and  recommendations 
contained  in  prior  audit  reports  have  been  acted  upon  by  adoption  as 
recommended,  adoption  with  modifications,  or  rejection.  If  rejected, 
determine  the  reason  for  this  decision. 

17.  Confirm  that  the  board  of  trustees,  with  the  assistance  of  the  studert 
government  association,  has  developed  written  policies  for  the  admini- 
stration of  the  extracurricular  fund.  Review  the  policy  manual. 

18.  Review  the  adequacy  of  the  board's  policy  regarding  cash  overages  and 
shortages  that  may  occur  in  ticket  sales  or  concession  sales  at  various 
school  events.  Review  the  action  actually  taken  if  overages  or  shortages 
occurred  during  the  year. 

19.  Verify  that  fund  accounts  are  not  allowed  to  become  overdrawn. 

20.  Verify  that  new  fund  accounts  have  been  approved  by  the  board  or  its 
designate. 

21.  Verify  that  outstanding  checks  have  been  written  off  no  sooner  than  one 
year  after  the  date  of  issuance. 

22.  Verify  that  inactive  fund  accounts  are  reviewed  each  June,  and  that  the 
balances  of  those  determined  to  be  discontinued  are  transferred  to 
related  fund  accounts,  as  authorized  by  the  board  of  trustees. 

23.  Verify  that  any  district  insurance  policies  also  cover  extracurricular 
fund  assets. 

24.  Verify  that  fidelity  bond  coverage  is  available  for  extracurricular 
fund  officials. 

25.  Verify  that  the  senior  class  disposes  of  any  remaining  fund  account 
balance  properly  before  its  graduation. 

26.  Verify  that  if  a payment  is  made  from  district  funds  directly  to  the 
extracurricular  fund,  it  is  supported  by  a properly  authorized  and 
documented  claim,  and  that  it  can  be  readily  traced  into  the  extra- 
curricular fund  records. 
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Recommended  extracurricular  fund  receipting  procedures  are  explained  on  pages 
30  through  35  in  the  "School  District  Handbook  for  Extracurricular  Funds". 
Take  particular  care  to  verify  that  the  receipt  documents  contain  sufficient 
information  to  classify  all  revenue  by  source  and  that  the  fund  account  is 
identified. 

Many  schools  still  deposit  some  district  revenues  into  the  extracurricular 
fund.  The  most  common  examples  are  refunds,  insurance  proceeds,  money  from 
the  sale  of  district-owned  assets,  etc.  Occasionally  the  fund  might  receive 
money  from  faculty  or  staff  for  accommodation  purchases,  which  are  purchases 
of  items  through  the  school  district  extracurricular  fund  in  order  to  receive 
the  school  discount  from  the  vendor. 

Also,  some  schools  still  do  not  deposit  receipts  intact  as  is  recommended. 

The  auditor  should  review  the  receipting  procedures  to  see  that  all  revenue 
is  properly  receipted  for  and  that  it  is  then  deposited  intact  into  the  bank 
account. 
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1.  Verify  that  only  prenumbered  receipts  are  used  and  that  individuals  are 
held  responsible  for  the  receipts  assigned  to  them  through  stationery 
control  procedures. 

2.  Verify  that  receipt  documents  contain  the  following  information: 

a.  Date  issued; 

b.  Payer; 

c.  Amount  received; 

d.  Purpose  or  source  of  collection; 

e.  Designated  fund  account  or  account  to  which  the  cash  is  to  be 
credited; 

f.  Signature  of  person  receiving  the  money.  (Usually  the  fund 
custodian  in  the  case  of  the  official  fund  receipts.) 

3.  Verify  that  subsidiary  receipts  contain  the  same  basic  innformation  as 
required  on  the  official  extracurricular  fund  receipts. 

4.  Verify  that  individuals  responsible  for  making  subsidiary  collections 
deposit  these  collections  promptly  with  the  fund  custodian,  along  with 
a detailed  report  listing  the  subsidiary  receipt  numbers,  total  money 
collected,  and  the  signature  of  the  person  depositing  the  cash. 

5.  Verify  that  the  fund  custodian  issues  a prenumbered  receipt  for  these 
subsidiary  collections.  The  fund  custodian's  receipt  should  list  the 
subsidiary  receipt  numbers  involved  in  addition  to  the  items  in  Audit 
Step  No.  2 above. 

6.  Verify  that  the  fund  custodian's  receipt  balances  with  the  total  money 
collected  as  shown  on  the  form  accompanying  the  subsidiary  deposit. 

7.  Verify  that  voided  receipt  documents  are  marked  "Void"  and  listed  as  such 
in  the  register. 

8.  Verify  that  receipt  documents  are  entered  to  the  register  on  a timely 
basis. 

9.  Test  the  posting  of  receipt  documents  to  the  register,  and  test  monthly 
footings  and  cross-footings. 

10.  Verify  that  nonsufficient  funds  checks  are  held  as  cash  items  until 

accepted  by  the  bank,  replaced,  or  written  off. 

11.  Verify  that  every  legal  attempt  is  made  to  collect  nonsufficient  funds 

checks.  If  all  collection  attempts  fail,  check  for  authorization  from 

the  board  or  its  designate  for  approval  to  write  the  checks  off  as 
uncollectable. 
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Audit  Program  - cont. 

Receipting  - cont. 


12.  Verify  that  the  proper  fund  account  is  charged  for  any  nonsufficient 
funds  checks  written  off  as  uncoil ectable. 

13.  Verify  that  all  receipts  to  the  extracurricular  fund  are  for  organized 
and  authorized  student  activities  or  assessments. 

14.  Verify  that  school  district  and  faculty  revenues  are  not  deposited  to 
the  extracurricular  fund. 

15.  Verify  that  checks  are  endorsed  "For  Deposit  Only"  immediately  upon 
receipt. 
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Introduction  to  the  Audit  Program 
Disbursing 


The  required  extracurricular  fund  disbursing  procedures  are  outlined  in 
detail  on  pages  40  through  47  of  the  "School  District  Handbook  for  Extra- 
curricular Funds".  The  basic  requirement  is  that  all  extracurri cul ar  fund 
disbursements  originate  with  and  be  authorized  by  a representative  of  the 
student  organization  paying  for  the  expenditure.  This  requires  that  a 
disbursement  authorization  or  a requisition/purchase  order  be  approved  by  a 
representative  of  the  student  organization  and  the  fund  account  sponsor.  The 
fund  custodian  should  sign  the  authorization  merely  to  indicate  that  sufficient 
moneys  are  available  in  the  fund  account.  In  some  cases  this  procedure  is 
not  possible,  such  as  in  the  case  of  a revolving  fund  account,  a clearing  fund 
account,  or  an  athletic  fund  account.  In  all  other  cases,  however,  the 
disbursement  should  originate  with  the  students  and  follow  the  required 
procedures. 


6/77 


EXTRACURRICULAR  FUND 


R 2 

Audit  Program 
Disbursing 


1.  Verify  that  all  extracurricular  fund  checks  are  prenumbered  by  the  printer. 

2.  Verify  that  all  checks  have  dual  signatures.  The  signatures  required 
should  be  those  of  the  fund  custodian  and  the  superintendent  or  principal. 
An  alternate  to  either  of  the  above  could  be  the  student  council  president 
or  treasurer. 

3.  Verify  that  the  check  and/or  check  stub  indicates  the  fund  account(s)  to 
which  the  disbursement  is  charged. 

4.  Verify  that  disbursement  authorization  or  requisition/purchase  orders, 
with  supporting  documentation,  are  available  for  all  disbursements.  All 
authorization  should  contain  the  check  number  that  they  support. 

5.  Verify  that  required  signatures  are  affixed  to  the  disbursement  authoriz- 
ations. 

6.  Verify  that  disbursements  initiate  with  representatives  of  the  fund  account 
charged. 

7.  On  a sample  basis,  test  the  mathematical  accuracy  of  paid  invoices  or 
other  supporting  documentation. 

8.  Verify  that  checks  are  not  made  payable  to  cash  or  to  those  persons  in 
charge  of  the  fund  accounts. 

9.  Verify  that  all  disbursements  are  made  by  check. 

10.  Verify  the  timely  and  accurate  posting  of  all  checks  to  the  disbursement 
register. 

11.  Test  the  footings  and  cross-footings  in  the  disbursement  register. 

12.  Verify  the  posting  of  bank  service  charges,  check  printing  charges,  and 
any  other  miscellaneous  bank  charges  to  the  disbursement  register. 

13.  Determine  that  the  fund  account  so  charged  is  the  account  designated  by 
the  fund  custodian. 

14.  Verify  that  all  checks  are  accounted  for  through  a financial  stationery 
control  record. 

15  Verify  that  cancelled  or  voided  checks,  which  have  been  previously 

recorded  in  the  register,  are  deleted  from  the  list  of  outstanding  checks. 

16.  Verify  that  proper  credit  is  given  to  the  correct  fund  account(s)  for 
cancelled  or  voided  checks. 
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Introduction  to  the  Audit  Program 
Intrafund  Transfers 


Transfers  of  money  from  one  fund  account  to  another  are  allowed  when  such 
transfers  are  justifiable  and  supported  by  proper  authorization. 

All  transfers  made  must  be  recorded  on  a transfer  request  form. 


Transfer  request  forms  should  contain  provisions  for  the  following- 

1.  Name  of  school,  date,  and  space  for  transfer  number; 

2.  Reason  for  transfer; 

3.  Amount  of  funds  to  be  transferred; 

4.  Name  of  fund  accounts  affected; 

5.  Approval  of  fund  account  sponsor; 

6.  Approval  of  fund  account  president  or  treasurer; 

7.  Approval  by  the  designee  of  the  board; 

8.  Posting  verification  and  reference  by  the  fund  custodian. 


Approved  transfer  requests  should  be  submitted  to  the  fund  custodian  who  will 
then  assign  a number  to  the  transfer  request  and  post  them  to  the  register. 
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Audit  Program 
Intrafund  Transfers 


1.  Verify  that  transfers  are  properly  authorized  and  recorded  on  transfer 
request  forms. 

2.  Verify  that  a listing  of  transfers  is  submitted  to  the  board  for  their 
review. 

3.  Compare  the  dollar  total  of  the  transfer  request  forms  to  the  totals 
posted  to  the  register. 

4.  Obtain  a listing  of  all  transfers. 
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Extracurricular  funds  may  invest  surplus  funds,  although  they  should  not 
needlessly  accumulate  funds  for  investment  purposes.  (A.G.O.  Number  44, 
Volume  28). 

Interest  on  general  surplus  investments  must  be  distributed  back  to  the 
contributing  fund  accounts  on  a pro  rata  basis.  Interest  on  investments 
made  from  a specific  fund  account  or  accounts  should  be  credited  to  that  fund 
account  or  accounts. 

Care  should  be  taken  to  verify  that  an  investment  listed  as  being  from  a 
specific  fund  account  does  not  exceed  that  fund  account's  total  cash  balance. 
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Audit  Program 
Investments 


1.  Confirm  by  direct  inspection  and/or  confirmation  with  the  depository  bank 
all  investments. 

2.  Send  confirmations  on  interest  income  to  the  payee  bank  and  compare  the 
confirmed  interest  payments  with  the  actual  interest  receipted  into  the 
extracurricular  fund  accounts. 

3.  Verify  that  the  distribution  of  interest  realized  on  investments  is  on  a 
pro  rata  basis  (when  they  are  general  surplus  investments).  Otherwise, 
verify  that  the  interest  is  credited  to  the  fund  account(s)  from  which  the 
investment  was  purchased. 

4.  Verify  that  investment  amounts  are  included  in  the  fund  account  balances. 

5.  Verify  that  the  proceeds  from  redeemed  investments  are  deposited  to  the 
checking  account  and  that  all  expenditures  are  made  by  check. 

6.  Verify  that  a fund  account's  investments  do  not  exceed  the  fund  account's 
total  cash  balance. 
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Introduction  to  the;Audit  Program 
Change  Funds 


Most  extracurricular  funds  require  a change  fund  for  making  change  at  athletic 
events,  for  concessions,  etc.  Any  change  fund  established  should  be  included 
in  the  extracurricular  fund  balance  and  be  carried  as  cash  on  hand. 

There  are  several  acceptable  methods  for  establishing  a change  fund.  The 
easiest  and  the  preferred  method  is  to  write  a check  against  the  bank  control 
account,  thereby  reducing  the  bank  control  account  and  increasing  the  cash 
control  account.  This  method  keeps  the  amount  of  the  change  fund  in  the  fund 
balance  but  does  not  change  any  of  the  individual  fund  account  balances. 

The  change  fund  should  be  adequately  safeguarded  at  all  times  and  the  school's 
theft  insurance  should  be  adequate  to  cover  the  amount  of  the  change  fund. 

Additional  information  on  change  funds  can  be  found  on  page  27  of  the  "School 
District  Handbook  for  Extracurricular  Funds". 
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Audit  Program 
Change  Funds 


1.  Verify  that  the  amounts  withdrawn  for  change  funds  are  within  the  guide- 
lines established  by  the  board  of  trustees. 

2.  Verify  that  any  change  funds  are  included  in  the  total  extracurricular 
fund  balance  and  are  carried  as  cash  on  hand. 

3.  Verify  that  safekeeping  facilities  are  adequate  to  safeguard  the  change 
fund. 

4.  Determine  whether  theft  or  burglary  insurance  is  available  and  whether  it 
is  adequate  to  cover  the  change  funds. 

5.  Verify  that  a specific  individual  is  assigned  responsibility  .or  the 
change  fund  when  it  is  in  use. 

6.  Verify  that  the  responsible  individual  counts  the  cash  and  signs  for  its 
receipt  when  he  accepts  it. 

7.  Verify  that  the  change  fund  is  counted  after  each  use  and  that  it  is  at 
its  authorized  amount. 

8.  Verify  that  the  fund  custodian  then  signs  for  the  return  of  the  change 
fund. 

9.  Trace  the  redeposit  of  any  change  funds  back  to  the  checking  account  and 
verify  that  the  amounts  are  correct. 
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Audit  Program 
Travel 


NOTE:  Guidelines  for  travel  and  travel  advances  are  contained  on  pages  18 

through  25  of  the  "School  District  Handbook  for  Extracurricular  Funds  . 


Credit  Cards 

1.  Verify  that  those  persons  who  sign  for  credit  card  purchases  have  been 
authorized  to  do  so  by  the  board  or  its  designee. 

2.  Compare  the  invoices  against  the  travel  authorization  to  determine  if 
proper  approval  existed  prior  to  the  beginning  of  the  trip. 

3.  Verify  that  adequate  safekeeping  facilities  are  available  for  credit 
cards  when  they  are  unassigned. 

4 Verify  that  invoices  are  turned  in  by  individuals  authorized  to  use  the 
credit  cards  at  the  end  of  the  trip  for  which  the  cards  were  assigned. 

5.  Verify  that  credit  card  billings  are  paid  from  the  proper  extracurricular 
fund  account. 

6.  Verify  that  all  credit  card  purchases  are  made  for  authorized  expenditures. 


Open  Account 

1.  Verify  that  purchases  made  on  open  account  are  for  authorized  travel  of 
students  and  sponsors. 

2.  Compare  duplicate  copies  of  invoices  turned  in  by  authorized  individuals 
to  statements  submitted  by  the  vendors. 

3.  Verify  that  statements  are  paid  from  the  appropriate  extracurricular 
fund  account. 


Per  Diem 

1.  Compare  student  signatures  obtained  for  different  authorized  trips  if 
available. 

2.  Verify  that  any  amount  withdrawn  for  students  who  did  not  make  the  trip 
is  properly  receipted  back  into  the  correct  fund. 

3.  Verify  that  a listing  of  students  and  sponsors  authorized  to  make  the 
trip  is  prepared  in  advance  and  approved  by  the  board  or  its  designee. 
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Audit  Program  - cont. 

Travel  - cont. 


Per  Diem  - cont. 

4.  Verify  that  each  person  receiving  a per  diem  payment  signs  on  the 
advance  listing. 

5.  Verify  that  a separate  check  is  drawn  on  the  appropriate  account  of  the 
extracurricular  fund  in  the  amount  authorized  for  per  diem  payments. 


Cash  Advances 

1.  Verify  that  checks  drawn  for  cash  advances  are  made  payable  to  the 
individuals  authorized  to  receive  such  advances. 

2.  Verify  that  cash  advance  checks  are  not  cashed  from  undeposited  funds  of 
the  district  or  extracurricular  fund. 

3.  Verify  that  large  amounts  of  cash  are  adequately  safeguarded. 

4.  Verify  that  all  disbursments  are  fully  documented  and  evidenced  by 
receipts  issued  by  the  vendor. 


Checkbooks 

1.  Verify  that  a separate  checking  account  is  used  for  the  travel  fund. 

2.  Verify  that  all  deposits  to  this  travel  fund  are  authorized  by  the  board 
or  its  designee  prior  to  the  time  of  the  deposit. 

3.  Verify  that  all  checkbooks  are  accounted  for  upon  termination  of  the 
trip,  along  with  any  unissued  checks,  and  that  they  are  adequately 
safeguarded. 

4.  Verify  that  all  disbursements  are  evidenced  by  receipts  issued  by  the 
vendor. 

5.  Verify  that,  upon  completion  of  the  trip,  the  authorized  individual 
issues  a check  for  the  unexpended  balance  of  the  advance  and  that  the 
fund  custodian  receipts  this  back  into  the  proper  fund  account. 
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Audit  Program  - cont. 

Travel  - cont. 

» 

Checkbooks  - cont. 

6.  Compare  the  paid  checks  with  the  receipts  issued  by  the  vendor. 

7.  Verify  that  no  money  remains  in  this  separate  bank  account  upon 
completion  of  all  trips  or  at  years  end. 

8.  Reconcile  the  bank  statements  for  the  travel  fund  with  the  check  register 
balance  maintained  by  the  fund  custodian. 
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Introduction  to  the  Audit  Program 
Accountability  for  Admission  Charges 


The  board  has  the  responsibility  for  the  establishment  and  enforcement  of  a 
policy  that  will  provide  accountability  for  student  activities  in  which 
admission  is  charged. 

The  policy  should  consist  of  such  things  as:  the  price  to  be  charged, 
responsibility  for  the  selling  of  tickets,  the  requirement  that  a final  report 
of  ticket  sales  along  with  a reconcilement  of  total  tickets  available  be 
submitted  to  the  board  for  their  approval,  etc. 
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Audit  Program 


Accountability  for  Admission  Charges 


1.  Verify  that  prenumbered  tickets  are  used  for  each  activity  in  which 
admission  is  charged. 

2.  Verify  that  prenumbered  tickets  are  accounted  for  in  the  stationery  control. 

3.  Verify  that  each  ticket  seller  is  properly  charged  with,  and  has  signed 
for,  the  tickets. 

4.  Verify  that  each  ticket  seller  submits  a report  containing  the  following 
i nformation : 

a.  Number  of  tickets  received  along  with  the  number  series  for 
each  price  class; 

b.  Amount  of  money  collected  for  each  class  of  ticket  sold; 

c.  The  number  of  tickets  sold  reconciled  to  the  money  collected; 
(Unused  tickets  are  to  be  turned  back  in  and  accounted  for) 

d.  Signature  of  person  making  report  along  with  the  signature  of 
official  approving  the  report. 

5.  Verify  that  ticket  collection  moneys  are  deposited  intact. 
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Introduction  to  the  Audit  Program 
Student  Activity  Tickets 


Many  schools  sell  activity  tickets  to  students.  This  allows  the  students  to 
attend  many  of  the  functions  at  the  school  at  a reduced  cost.  The  board  must 
approve  the  issuance  of  activity  tickets  and  prescribe  the  procedures  for  their 
use  and  allocation  of  revenues  received  from  their  sale. 
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1.  Verify  that  the  board  has  given  their  written  approval  for  the  issuance 
of  student  activity  tickets. 

2.  Verify  that  the  allocation  of  revenues  received  from  the  sale  of  activity 
tickets  meets  the  approval  of  the  board. 

3.  Verify  that  prenumbered  activity  tickets  are  purchased  and  accounted  for 
through  the  financial  stationery  control. 

4.  Verify  that  timely  allocation  is  made  to  the  correct  fund  accounts  by  an 
intra-fund  transfer  or  by  direct  deposit  in  accordance  with  the  approved 
allocation  plan  of  the  board. 

5.  Verify  that  the  responsibility  for  selling  activity  tickets  rests  with 
the  fund  custodian. 

6.  Verify  that  board  approval  exists  for  any  repurchase  of  the  unused  portion 
of  activity  tickets  when  the  student  leaves  school. 

7.  Test  the  computation  on  a sample  of  any  repurchased  activity  tickets. 
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Introduction  to  the  Audit  Program 
Inventories 


Inventories  related  to  the  extracurricular  fund  may  be  in  the  form  of  equipment 
or  stock-in-trade.  Throughout  the  years,  clubs  have  purchased  equipment  such 
as  popcorn  machines,  snow  cone  machines,  hot  dog  machines,  etc.,  to  support 
their  activities.  Clubs  that  sell  concessions  at  athletic  events  or  through 
student  stores  may  have  supplies  such  as  pop,  candy,  gum,  books,  pencils,  pens, 
etc.,  ir  their  stock-in-trade  inventory. 
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Audit  Program 
Inventories 


Equipment 

1.  Obtain  a complete  list  of  all  items  of  extracurricular  fund  equipment 
along  with  the  identification  numbers  and  location  of  each  item. 

2.  Review  the  list  of  equipment  for  any  additions  and  deletions  and  compare 
those  findings  with  receipt  and/or  disbursement  records  to  determine  the 
completeness  of  the  inventory  records. 

3.  Compare  the  listing  of  equipment  and  identification  numbers  with  the  actual 
location  and  identification  numbers  by  direct  inspection. 

Stock-in-Trade 

1.  Obtain  a copy  of  the  inventory  records  for  each  club  or  activity  that  sells 
supplies. 

2.  Verify  on  a sample  basis  the  addition  to  the  inventory  of  supplies 
purchased  from  vendors  and  deletions  when  sales  are  made. 

3.  Review  the  inventory  records  for  evidence  of  the  taking  of  a periodical 
physical  inventory. 

4.  Verify  that  any  discrepancies  from  the  perpetual  inventory  records  to  the 
actual  physical  count  are  documented  and  adequately  explained. 

5.  Verify  that  safekeeping  facilities  are  adequate  to  safeguard  the  inventory 
from  unauthorized  use. 
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Introduction  to  the  Audit  Program 
Stationery  Control 


Control  of  prenumbered  financial  stationery  must  be  maintained  by  someone 
designated  by  the  board  of  trustees.  The  individual  so  designated  should  not 
be  involved  in  any  other  accounting  function  of  the  extracurricular  fund. 
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Audit  Program 
Stationery  Control 


1.  Verify  that  the  following  prenumbered  financial  stationery  items  are 
entered  in  the  stationery  control  when  received  from  the  printers: 

1.  Fund  custodian  receipts; 

2.  Subsidary  receipts  issued  by  other  than  fund  custodian; 

3.  Activity  tickets; 

4.  Admission  tickets; 

5.  Checks; 

6.  Any  other  prenumbered  forms. 

2.  Verify  that  items  contained  in  the  stationery  control  are  properly  issued 
to  the  fund  custodian  or  other  persons  responsible  for  their  final 
disposition.  This  would  include  a signed  withdrawal  slip  to  verify 
issuance  of  the  supplies. 

3.  Verify  that  all  prior  stationery  issued  is  accounted  for  before  additional 
stationery  is  issued. 

4.  Verify  that  the  stationery  control  record  contains  the  numerical  sequence 
of  all  prenumbered  documents. 
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DEPARTMENT  OF  COMMUNITY  AFFAIRS 
DIVISION  OF  LOCAL  GOVERNMENT  SERVICES 
CAPITOL  STATION 
Helena,  Montana  59601 


TO:  School  Boards  of  Trustees  and  School  Administrators 


This  school  district  extracurricular  fund  handbook  of  policies  and  bookkeeping 
procedures  was  developed  by  staff  members  of  the  Division  of  Local  Government 
Services  of  the  Department  of  Intergovernmental  Relations.  The  purpose  of  its 
Issuance  is  to  fulfill  this  department's  responsibilities  under  the  provisions 
of  Section  75-6323,  R.C.M.,  1947,  and  in  so  doing,  standardize  extracurricular 
fund  policy  and  bookkeeping  procedures. 

The  handbook  is  the  result  of  many  hours  of  research,  interviews  and  meetings 
with  people  concerned  with  school  district  extracurricular  fund  operations. 

It  has  been  critiqued  by  several  members  of  the  Montana  Association  of  School 
Business  officials. 

The  principal  authors  of  the  handbook  are  staff  members  James  Courtney,  Donald 
Thompson  and  Robert  Thorsen,  under  the  direction  of  R.  M.  Duncan,  C.P.A.,  Audit 
Bureau  Chief. 

In  this  initial  edition,  the  bookkeeping  procedures  and  reporting  formats 
represent  only  minimum  requirements.  We  are  well  aware  that  situations  may 
arise  that  are  not  covered  by  these  guidelines.  Therefore,  as  these  guide- 
lines are  implemented  during  the  1974-75  school  year,  we  would  appreciate 
being  notified  of  any  additions  or  revisions  that  you  consider  pertinent. 

Proper  use  of  the  handbook  will  improve  the  quality  of  the  financial  information, 
and  promote  uniformity  of  both  policy  and  bookkeeping  procedures. 

We  appreciate  your  cooperation  in  implementing  these  policy  and  bookkeeping 
procedures. 


GEOB®  H.  PENDERGAST 
Administrator 

Division  of  Local  Government  Services 
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INTRODUCTION 


Extracurricular  fund  activities  are  those  organized  student 
activities  that  do  not  fall  within  the  scope  of  the  regular  district 
curriculum.  The  moneys  so  collected  by  these  student  activities  are 
to  be  maintained  separate  and  distinct  from  school  district  funds^ 

The  authority  to  establish  an  extracurricular  fund  is  found  in 
Section  75-6323,  R.C.M.,  1947.  This  section  directs  that  "An 
accounting  system  for  the  extracurricular  fund  recommended  by  the 
state  examiner  shall  be  implemented  by  the  trustees."  Under  reorgani- 
zation, these  duties  have  been  transferred  from  the  state  examiner  to 
the  Department  of  Intergovernmental  Relations.  Some  form  of  written 
bookkeeping  guidelines  for  the  extracurricular  fund  have  been  in 
effect  since  July,  1953. 

A 1973  amendment  to  Section  75-6323,  R.C.M.,  1947,  placed  the 
audit  responsibility  of  school  district  extracurricular  funds  ex- 
clusively with  the  state  examiner.  Prior  to  this  amendment,  the  trustees 
of  a district  had  the  option  of  retaining  a qualified  accountant  or  the 
state  examiner  to  perform  an  annual  audit  of  the  extracurricular  fund. 
Therefore,  our  involvement  in  such  audits  increased  substantially 
during  the  1972-73  fiscal  year. 

A review  of  our  extracurricular  fund  audits  for  fiscal  year  ended 
June  30,  1973,  indicated  a need  to  update  and  standardize  the  bookkeeping 
systems  presently  in  use.  Private  and  municipal  auditors,  in  the  past, 
have  been  inconsistent  in  their  recommendations  for  accounting  and 
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internal  control  procedures.  Therefore,  in  keeping  with  our  statutory 
responsibilities,  this  handbook  sets  forth  recommended  guidelines  for 
the  record  keeping  for  extracurricular  finances.  Section  75-6323, 

R.C.M.,  1947,  places  the  responsibility  for  the  implementation  of  the 
enclosed  recommended  bookkeeping  system  upon  the  trustees  of  the 
district. 

Although  Section  75-6323,  R.C.M.,  1947,  refers  to  "an  accounting 
system",  it  may  be  more  aptly  described  as  a bookkeeping  system,  since 
it  emphasizes  bookkeeping  techniques  more  than  accounting  theory. 

The  guidelines  that  follow  comprise  our  initial  effort  to  establish 
a comprehensive  extracurricular  fund  accounting  handbook.  The  account- 
ing forms  and  procedures  so  developed  in  this  first  edition  represent 
only  the  minimum  accounting  and  internal  control  requirements.  We 
acknowledge  that  bookkeeping  problems  may  arise  that  are  not  covered  by 
these  initial  guidelines.  Therefore,  as  you  implement  these  guidelines, 
we  would  appreciate  being  notified  of  any  additions  or  revisions  that 
you  may  consider  pertinent  to  the  handbook. 

Except  for  a reconciled  monthly  financial  report,  no  prescribed 
forms  have  been  included  in  the  extracurricular  fund  guidelines.  However, 
some  suggested  forms  are  included  in  the  handbook.  All  existing  forms 
will  be  acceptable  as  long  as  they  contain  the  required  information  as 
specified  in  the  guide.  If  your  present  accounting  system  does  not 
provide  the  required  information,  then  adequate  forms  should  be 
utilized.  Future  additions  or  revisions  to  the  guidelines  will  include 
other  forms  prescribed  by  this  office. 
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PURPOSE  OF  AN  EXTRACURRICULAR  FUND 

Statewide,  organized  student  activities  received  and  disbursed 
approximately  six  million  dollars  during  the  1972-73  fiscal  year.  The 
balances  in  all  extracurricular  funds  throughout  the  State  as  of  June  30, 
1973,  totaled  $1.4  million.  Excluded  from  these  totals  were  extra- 
curricular funds  of  third  class  elementary  districts.  Obviously, 
financial  volume  of  this  magnitude  warrants  proper  accountability  and 
interral  control. 


The  Montana  statute  authorizing  the  establishment  of  an  extracurricular 

fund  for  pupil  functions  is  Section  75-6323,  R.C.M.,  1947,  which  states: 

"The  government  of  the  pupils  of  the  school  within  a district  or  the 
administration  of  a school  on  behalf  of  the  pupils  may  establish  an 
extracurricular  fund  for  the  purposes  of  the  receipts  and  expendi- 
tures of  money  collected  for  pupil  extracurricular  functions  with 
the  approval  of  the  trustees  of  the  district.  All  extracurricular 
moneys  of  any  pupil  organization  of  the  school  shall  be  deposited 
and  expended  by  check  from  a bank  account  maintained  for  the 
extracurricular  fund. 

An  accounting  system  for  the  extracurricular  fund  recommended  by  the 
state  examiner  shall  be  implemented  by  the  trustees.  Such  accounting 
system  shall  provide  for: 

(1)  the  internal  control  of  the  cash  receipts  and  expenditures 
of  the  money;  and 

(2)  a general  account  that  can  be  reconciled  with  the  bank 
account  for  the  extracurricular  fund  and  reconciled  with 
the  detailed  accounts  within  the  extracurricular  fund 
maintained  for  each  student  function. 

The  trustees  of  the  district  shall  cause  an  annual  audit  of  the 
extracurricular  fund  by  retaining  the  state  examiner  to  perform  such 
audit,  a fee  of  eighty  dollars  ($80)  per  day  per  man  shall  be  paid 
from  the  extracurricular  fund  or  district  moneys  to  the  state  examiner 
for  deposit  in  the  state  treasury  to  the  credit  of  the  general  fund. 

The  auditor  shall  file  a certified  copy  of  the  audit  report  with  the 
county  superintendent.  The  county  superintendent  shall  publish  notice 
in  a newspaper  of  the  district  or  county  of  the  filing  and  the  fact 
that  it  is  open  to  public  inspection." 
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PURPOSE  OF  AN  EXTRACURRICULAR  FtJND  - cont. 

As  is  readily  recognized,  the  above  statute  authorizes  the  establishment 


of  an  extracurricular  fund  by: 

1.  The  government  of  the  pupils,  or 

2.  The  administration  of  a school  on  behalf  of  the  pupils. 

In  either  case,  the  extracurricular  fund  is  established  for  pupil  functions 
with  approval  required  from  the  trustees. 

By  statute,  the  purposes  for  establishing  an  extracurricular  fund  are  for: 
"...the  receipts  and  expenditures  of  money  collected  for  pupil 
extracurricular  functions..." 

Furthermore,  Attorney  General's  Opinion  Number  44,  Volume  28,  states  that: 
"...a  fund  accumulated  by  assessments  of  the  students  or  student 
activities  should  be  used  for  the  purpose  or  purposes  for  which  the 
charge  was  made. . ." 

Therefore,  it  is  a logical  conclusion  that  district  or  faculty  moneys  should 
not  be  commingled  with  these  student  funds. 

Since  the  extracurricular  fund  is  an  accumulation  of  student  assessments 
and  revenue  from  various  student  activities,  it  would  seem  to  follow  that 
the  student  government  body  should  have  some  authority  as  to  the  admini- 
stration of  these  funds.  Attorney  General's  Opinion  Number  44,  Volume  28 
states : 

"As  our  statutes  are  silent  as  to  the  exact  method  of  administering 
extracurricular  funds,  it  would  appear  to  be  reasonable  that  the 
trustees  and  the  student  government  body  should  agree  on  the  expenditure 
of  the  money  being  limited,  however,  by  the  purpose  or  purposes  of  the 
trust. " 
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PURPOSE  OF  EXTRACURRICULAR  FUND  - cont. 

The  Attorney  General  therefore  holds  that  "extracurricular  school  activity 
funds  should  be  administered  by  the  board  of  trustees  of  the  school  and 
the  student  government  association".  The  extracurricular  fund  guidelines 
that  follow  have  been  prepared  with  the  supposition  that  the  student 
government  body  must  assist  in  the  administering  of  these  student  activity 
funds. 

Although  ultimate  responsibility  for  administering  extracurricular  funds 
rests  with  the  board  of  trustees,  for  expediency,  the  board  may  wish  to 
delegate  some  of  its  responsibility  to  a designated  fund  administrator. 
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ADMINISTRATIVE  POLICY 


The  board  of  trustees,  with  assistance  from  the  student  government 
association,  should  develop  written  policies  for  the  administration  of 
extracurricular  activity  funds.  The  policies  so  developed  must  conform 
to  the  recommendations  contained  within  this  guide.  Once  established, 
the  written  policies  should  be  subject  to  constant  review  and  expanded 
where  necessary. 

In  some  instances,  alternative  methods  for  recording  a particular 
transaction  have  been  provided  ii  these  guidelines.  In  order  to  establish 
consistency  in  the  recording  of  these  transactions,  the  board  of  trustees 
will  include  in  the  written  administration  policy  the  method  to  be  used 
by  the  fund  custodian. 

Statute,  Attorney  General  Opinions  and  court  decisions  have  been  instru- 
mental in  formulating  policy  for  extracurricular  funds.  These  policies 
must  be  included  in  any  written  administration  policies  adopted  by  the 
board. 

In  order  to  assist  the  board  in  the  formulation  of  these  policy  guidelines, 
we  have  included  a discussion  of  several  accounting  activities  that  are 
common  to  most  extracurricular  funds  and  the  criteria  that  must  be 
considered  in  the  development  of  such  policy. 
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Administrative  Responsibilities  - Board  of  Trustees 


1.  The  admission  of  new  clubs  or  activities  to  the  extracurricular  fund 
must  be  submitted  to  and  approved  by  the  board  or  its  designate. 

2.  The  cancellation  of  extracurricular  fund  checks  will  require  prior 
approval  from  the  board  or  its  designate.  Outstanding  checks  can 
be  cancelled  after  one  year  of  date  of  issue. 

3.  Nonsufficient  fund  checks  cannot  be  written  off  without  first 
obtaining  approval  of  the  board  or  its  designate. 

4.  Inactive  fund  accounts  should  be  reviewed  by  the  board  or  its 
designate  each  June,  and  those  determined  to  be  discontinued  should 
have  any  remaining  balance  transferred  to  related  accounts. 

5.  Fund  accounts  should  not  be  permitted  to  become  overdrawn,  in  that 
the  overdraft  becomes  a liability  to  other  funds  and  to  future 
classes.  Whenever  a fund  account  becomes  nearly  depleted,  remedial 
action  should  be  ordered  immediately  by  the  board  or  its  designate. 

6.  The  board  or  its  designate  should  direct  the  individual  clubs  to 
maintain  separate  financial  records  and  see  that  each  club's  fund 
balance  is  in  agreement  with  the  general  control  records  maintained 
by  the  fund  custodian.  This  would  provide  better  internal  control 
of  the  extracurricular  fund  accounting  operation. 

7.  The  board  should  review  the  adequacy  of  insurance  policies  regarding 
burglary  coverage,  messenger  and  forceable  seizure  coverage  and 
verify  that  these  coverages  include  extracurricular  fund  moneys. 
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Administrative  Responsibilities  - Board  of  Trustees  - cont. 

8.  The  board  should  review  existing  official  bond  coverage  to  verify 
that  the  extracurricular  fund  is  included.  The  original  appli- 
cations for  official  bonds  must  include  the  handling  of  these 
activity  funds,  otherwise,  coverage  may  not  be  extended  by 

the  bonding  company. 

9.  Each  May  the  board  or  its  designate  should  direct  the  senior  class 
to  dispose  of  any  money  remaining  in  the  senior  class  fund  account. 
Such  disposition  should  be  accomplished  by  one  of  two  methods: 

a.  The  senior  class  could  designate  the  balance  remaining 
in  the  fund  for  a specific  purpose  and  authorize  the 
expenditure  immediately. 

b.  The  senior  class  could  authorize  the  balance  remaining  in 
the  fund  to  be  transferred  to  a designated  fund  account. 

10.  In  the  past,  the  practice  of  making  direct  payments  to  the  extra- 
curricular fund  from  school  district  funds  has  been  prohibited. 

Such  transfers  weaken  internal  control.  However,  the  district 
may  pay  obligations  of  the  extracurricular  fund  if  such  payments 
are  paid  directly  to  the  claimants.  Except  for  the  purchasing  of 
equipment,  the  board  should  budget  and  expend  these  extracurricular 
fund  claims  through  account  number  00-01-0900  of  the  district's 
general  fund. 
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Administrative  Responsibilities  - Board  of  Trustees  - cont. 

10.  - cont. 

Although  the  above  is^  the  preferred  method  for  the  district 
to  subsidize  the  extracurricular  fund,  a direct  payment  will 
be  permitted  if  the  claim  is  properly  authorized,  completely 
documented  and  easily  traced  into  the  extracurricular  fund 
records. 

11.  The  board  should  develop  a policy  in  regard  to  the  handling 
of  cash  overages  and  shortages  that  may  occur  through  ticket 
sales  and  concessions  at  athletic  events,  dances,  or  from  the 
sale  of  subscriptions  and  other  fund  raising  activities. 
Corrective  action  should  be  taken  whenever  large  discrepancies 
occur. 
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Nature  of  Extracurricular  Fund  Receipts 


1.  Since  an  extracurricular  fund  is  established  for  student  functions, 
all  receipts  should  be  related  to  organized  student  activities 
or  student  assessments.  Some  examples  of  receipts  that  must  not 
be  deposited  to  this  fund  are  as  follows: 

A.  District  hot  lunch  collections.  These  receipts  must  be 
deposited  directly  to  the  district  food  services  fund. 

B.  Rentals  of  school  district  facilities.  These  receipts 
should  be  deposited  directly  to  the  district  in  compliance 
with  Section  75-7214  or  75-8211,  R.C.M.,  1947. 

C.  Sale  of  district-owned  or  purchased  supplies,  equipment 
and  real  property.  These  receipts  must  be  deposited 
directly  to  the  district  in  compliance  with  Section  75-7213, 
R.C.M.,  1947. 

D.  Payment  on  insurance  claims.  These  receipts  are  to  be 
deposited  directly  to  the  district  in  compliance  with 
Section  75-7213  (4),  R.C.M.,  1947. 

E.  District  expense  refunds,  patronage  and  Industrial  Accident 
Board  dividends.  These  receipts  must  be  deposited  directly 
to  the  district  fund  from  which  they  came. 
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Nature  of  Extracurricular  Fund  Receipts  - cont. 


F.  Tuition  payments  from  other  districts.  These  receipts  are 
to  be  deposited  directly  to  the  district  in  compliance  with 
Sections  75-7203,  R.C.M.,  1947,  for  elementary  tuition  and 
75-6317,  R.C.M.,  1947,  high  school  tuition. 

G.  Driver  education  fees.  These  receipts  are  to  be  deposited 
to  the  driver  education  fund  of  the  district. 

H.  Transfers  from  district  funds.  Claims  of  the  extracurricular 
fund  can  be  paid  directly  by  the  district  from  account 
number  01-00-0950  of  the  general  fund.  Exceptions  to  this 
policy  will  be  permitted  if  claims  are  fully  documented. 

(See  (10)  page  8.) 

I.  Faculty  flower  funds.  Keep  such  moneys  in  a separate  bank 
account. 

J.  Faculty  coffee  fund.  Keep  such  moneys  in  a separate  bank 
account. 

K.  Faculty  lounge  receipts  that  are  for  faculty  use  only. 

Keep  in  a separate  bank  account. 
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Fees  and  Charges 

A number  of  school  district  extracurricular  funds  continue  to  have 
fees  or  charges  for  various  courses  or  activities.  Each  individual 
fee  or  charge  must  be  analyzed  to  determine: 

1.  The  legality  of  the  fee  or  charge  when  applied  to  the  recent 
Montana  Supreme  Court  case  of  Grange,  et  al  vs  Cascade  County 
School  District  Number  1.  Attorney  General's  Opinion  Number  52, 
Volume  34,  was  issued  to  further  clarify  the  Montana  Supreme 
Court  decision.  This  Opinion  states  that: 

"A  school  district  may  not  levy  fees  or  charges  for  any 
course  or  activity  for  which  credit  may  be  aoplied 
towards  graduation." 

However,  if  such  collections  are  for  fees  or  project  supplies 
not  required  for  graduation,  then  reasonable  charges  may  be 
imposed.  Therefore,  the  nature  of  these  fees  or  charges  must 
be  determined  and  collected  in  accordance  with  the  provisions 
of  the  Attorney  General's  Opinion. 

2.  If  such  fees  or  charges  originated  from  district  sources,  then 
these  collections  must  be  deposited  to  the  proper  district  fund. 
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Investments 


As  stated  previously,  extracurricular  funds  are  accumulated  by  student 
assessments  and  activities  and  should  be  used  for  the  specific  purpose 
or  purposes  for  which  the  charge  was  made.  Except  in  rare  instances, 
therefore,  surplus  moneys  should  not  be  allowed  to  accumulate.  Attorney 
General's  Opinion  Number  44,  Volume  20,  holds  that: 

"It  is  not  a proper  purpose  of  public  school  extracurricular 
activities  to  accumulate  funds  for  investment." 

It  would  appear  that  the  building  up  of  a surplus  for  investment  purposes 
is  a variance  from  the  authorized  purpose  or  purposes  for  which  it  may 
be  expended.  Therefore,  fees  should  not  be  charged  students  in  excess 
of  the  amount  necessary  to  conduct  the  extracurricular  activities  of 
any  one  school  year. 

However,  we  see  no  reason  why  a fund  account,  being  accumulated  for  a 
specific  purpose,  could  not  be  invested  until  the  money  is  needed. 

Interest  earned  on  such  an  investment  must  be  deposited  to  the  fund 
from  which  the  investment  was  made.  We  also  have  no  objection  to  the 
short  term  investment  of  that  portion  of  the  combined  cash  balance  of  all 
fund  accounts  determined  to  be  excess  by  current  cash  flow  projections. 
Such  investments  should  be  easily  converted  into  cash.  The  interest 
on  this  type  of  investment  must  be  distributed  in  accordance  with  Attorney 
General's  Opinion  Number  44,  Volume  28,  which  holds: 

"That  the  interest  realized  from  investments  heretofore  made,  should 
be  distributed  to  each  contributing  fund  on  a pro  rata  basis." 


-13- 


7/74 


Investments  - cont. 


Such  pro  rata  distribution  may  be  accomplished  in  several  ways,  so 
long  as  reasonable  equity  is  achieved.  For  simplification,  such 
distribution  may  be  based  on  the  cash  balance  in  each  contributing 
fund  at  the  time  the  interest  is  received. 

Investments  of  the  extracurricular  fund  must  not  be  removed  from  the 
fund  account  balances,  but  continues  to  be  a part  of  the  fund  account 
or  accounts. 
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inventory 

Inventories  related  to  the  extracurricular  fund  may  be  in  the  form  of 
equipment  and  stock-in-trade.  Inventories  should  be  accounted  for  in 
the  following  manner: 

Equipment:  Throughout  the  years,  clubs  have  purchased  equipment  items 

such  as  popcorn  machines,  snow  cone  machines,  hot  dog  machines,  etc., 
to  support  their  activities.  All  equipment  should  be  numbered  or 
tagged  for  identification.  The  fund  custodian  should  have  an 
inventory  of  all  equipment  on  file  and  all  such  equipment  should  be 
accounted  for  periodically. 

Stock-in-Trade:  Stores  for  resale  may  include  supplies  such  as  pop, 

candy,  gum,  food  supplies,  books,  pencils,  pens,  special  tools,  etc. 

To  strengthen  inventory  controls  of  these  supplies,  the  board  should 
place  the  responsibility  for  maintaining  accurate  supply  records  to 
specific  individuals.  A sample  of  fixing  irventory  responsibilities 
follows : 

a.  Each  fund  account  sponsor  and  president  and/or  treasurer  handling 
the  sale  of  candy,  pop  and  school  supplies  should  maintain  a 
running  account  of  supplies  at  all  times. 

b.  Each  fund  account  sponsor  is  responsible  for  conducting  the 
inventory  and  forwarding  copies  of  the  inventory  records  to  the 
fund  custodian. 

c.  The  fund  custodian  should  file  the  inventory  records  on  a fiscal 
year  basis. 
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Accountability  for  Admission  Charges 

The  board  must  initiate  and  enforce  a policy  that  will  provide  accounta- 
bility for  student  activities  in  which  admission  is  charged.  The  following 
criteria  should  be  included  to  effect  accountability  of  these  admission 
collections : 

1.  Prenumbered  colored  strip  tickets  should  be  purchased  and  included 
in  the  stationery  control. 

2.  Ticket  numbers  should  be  charged  out  to  the  sellers  responsible 
for  admission  collections. 

3.  Each  seller  will  be  required  to  turn  in  a report  containing  the 
following  information: 

a.  Number  of  tickets  sold  for  each  price  class.  Each  series 

of  colored  tickets  should  represent  a price  class  and  be  sold 
only  for  that  price. 

b.  Amount  of  money  collected  for  each  class  of  ticket  sold. 

c.  The  number  of  tickets  sold  must  reconcile  with  the  money 
collected.  Unused  tickets  are  to  be  turned  back  in  and 
accounted  for. 

d.  Signature  of  official  approving  report. 
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Student  Activity  Tickets 

Many  schools  sell  activity  tickets  to  students.  This  allows  the  students 
to  attend  many  of  the  functions  at  school  at  a reduced  cost  to  the  student. 

The  board  must  develop  a policy  for  the  handling  of  activity  ticket  sales. 

The  following  is  the  prescribed  procedure  to  obtain  approval,  conduct 
sales  and  allocate  money  received  from  sales: 

1.  Approval  to  Sell  Activity  Tickets. 

* 

a.  The  student  council  should  petition  the  board  with  a planned 
activity  schedule  in  which  the  students  could  benefit  by 
purchasing  activity  tickets. 

b.  The  student  council  should  present  to  the  board  a plan  to 
allocate  to  che  fund  accounts  the  moneys  received  from  such  sales. 

c.  Approval  should  be  made  by  the  board  by  formal  minute  entry, 
and  any  adjustments  to  the  original  approval  must  be  presented 
and  approved  by  the  board. 

2.  Ticket  Accountability  and  Allocation  of  Collection. 

a.  Prenumbered  activity  tickets  must  be  acquired. 

b.  The  prenumbered  activity  tickets  must  be  accounted  for  through 
the  financial  stationery  control.  ( See  page  26.) 

c.  The  selling  and  issuing  of  activity  tickets  should  be  a 
responsibility  of  the  fund  custodian. 

d.  The  student  council  should  make  timely,  allocated  distribution 
of  moneys  by  an  interfund  transfer  in  accordance  with  the 
approved  allocation  plan  as  approved  by  the  board. 
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Student  Travel  and  Advance  Payments 

Student  transportation  and  travel  expenditures  for  extracurricular 
functions  have  greatly  increased  in  recent  years.  These  increases  can 
be  attributed  in  part,  to  greater  student  involvement  in  established 
activities  and  in  additional  activities.  Examinations  of  extracurricular 
funds  throughout  Montana  during  the  past  year  have  disclosed  that  numerous 

methods  and  procedures  are  in  uSe  to  receive,  disburse  and  account  for 
student  travel  costs.  Many  schools  have  maintained  acceptable  levels 
of  financial  accountability  while  others  have  not. 

It  is  not  our  intention  to  prescribe  any  single  method  for  the  handling 
and  recording  of  student  travel  expenditures.  Student  travel  procedures 
may  best  be  dictated  by  prevailing  local  circumstances  and  requirements. 

We  will  require,  however,  that  all  schools  maintain  adequate  records 
resulting  in  complete  financial  accountability  regardless  of  the  various 
methods  and  procedures  in  use. 

Criteria  used  in  determing  the  financial  accountability  desired  will  be 
based  on  the  following: 

I.  Travel  Authorization. 

II.  Funding  Procedures  in  Use. 

III.  Final  Accountability. 

Suggested  guidelines  for  establishing  travel  authorization  and  final 
accountability  forms  are  offered  herein  only  as  an  aid  to  schools  now  not 
using  them.  Additions  and  deletions  of  information  to  these  forms  may  be 
made  to  suit  the  needs  of  individual  schools  as  long  as  the  minimum  require- 
ments are  adhered  to.  We  note  that  some  schools  have  successfully  adopted 
the  use  of  one  form  which  adequately  incorporates  both  requirements. 
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I.  Travel  Authorization 

A request  for  travel  authorization  and  funding  must  be  prepared  well 
in  advance  of  the  time  the  funds  are  needed. 

This  request  should  be  submitted  by  the  teacher,  coach,  faculty  advisor 
or  other  person  responsible  for  the  activity  trip. 

This  request  must  be  approved  by  the  school  principal  and/or  school 
superintendent  in  accordance  with  policy  established  by  the  board. 

The  approved  travel  authorizations  are  to  be  submitted  to  the  fund 
custodian  to  ascertain  that  sufficient  funds  are  available  and  to 
prepare  necessary  financial  arrangements. 

Approved  travel  authorization  forms  are  to  remain  in  a "pending"  file 
until  final  accountability  has  been  completed. 

Travel  authorization  forms  are  to  contain  at  least  the  following 
information : 

a.  Date  of  Request. 

b.  Date  Funds  Needed. 

c.  Destination  and  Purpose  of  Trip. 

d.  Estimated  Departure  and  Return  Time. 

e.  Number  of  Persons  Making  Trip. 

f.  Estimate  of  Cash  Required. 

g.  Estimate  of  Other  Expenses. 

h.  Signature  of  Person  Requesting  Authorization. 

i.  Signature  Approval  of  Principal,  Superintendent  or  Designee. 
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I.  Travel  Authorization  - cont. 


j.  Check  Number  and  Date  of  Payment. 

k.  Credit  Card  or  Checkbooks  Issued. 

l.  Signature  of  Fund  Custodian. 

A sample  outline  of  a travel  request  and  authorization  form  is  shown  in 

Exhibit  I. 

II.  Funding  Procedures 
A.  Credi t Cards 

In  order  to  avoid  carrying  large  amounts  of  cash,  some  school 
districts  have  obtained  credit  cards  to  cover  the  costs  of 
student  travel.  Food,  lodging  and  transportation  expenses  can 
usually  be  purchased  by  use  of  these  cards.  Although  they  are 
not  always  accepted,  advance  arrangements  would  insure  their  use. 

In  schools  using  or  planning  the  use  of  credit  cards,  the 
following  minimum  internal  control  requirements  must  be  maintained. 

1.  A list  of  the  individuals  authorized  to  sign  their  signatures 
must  be  supplied  to  the  credit  card  company  with  a copy 
maintained  by  the  district. 

2.  All  credit  cards  must  be  held  in  safekeeping  by  the  school 
principal,  superintendent  or  other  designee  of  the  board. 

3.  Credit  cards  will  be  assigned  to  authorized  individuals  for 
specific  trips  only  and  must  be  immediately  returned  to 
safekeeping. 
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II.  Funding  Procedures  - cont. 


4.  Memoranda  records  of  credit  card  numbers  and  assignments 
should  be  maintained. 

5.  Persons  assigned  credit  cards  must  retain  and  submit  copies 
of  all  invoices  substantiating  purchases  made. 

6.  Credit  card  bill in'gs  may  be  paid  from  fund  01-00-0950  of 

the  general  fund  by  warrant,  or  by  check  from  the  appropriate 
account  of  the  extracurricular  fund. 

B.  Open  Account 

When  possible,  some  schools  prefer  to  call  ahead  and  make 
arrangements  for  the  food  and  lodging  costs  to  be  billed  directly 
to  the  school  on  an  open  account  basis.  This  procedure  would  be 
preferable  to  carrying  cash  or  using  credit  cards. 

When  travel  costs  are  incurred  on  an  open  account  basis, 
duplicate  copies  of  all  charges  incurred  must  be  retained  and 
verified  by  the  person  responsible  for  the  activity  trip.  Open 
account  travel  costs  may  be  paid  from  fund  01-00-0950  of  the 
general  fund  by  warrant,  or  by  check  from  the  appropriate  account 
of  the  extracurricular  fund. 

C.  Per  Diem 

Some  schools  prefer  to  pay  each  student  and/or  adult  a specified 
cash  amount  to  cover  costs  of  food  on  trips.  This  procedure  has 
both  merits  and  shortcomings.  However,  if  the  procedure  is  used, 
the  following  type  of  accountability  would  be  required: 
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C.  Per  Diem  - cont. 

1.  A listing  of  all  students  and  adults  making  the  trio 
should  be  prepared  in  advance. 

2.  A check  for  the  funds  required  should  be  drawn  and  cashed 
from  the  appropriate  account  of  the  extracurricular  fund. 

3.  Each  person  when  receiving  a per  diem  payment  is  required 
to  make  a signature  acknowledgement  next  to  his  name  on 
the  advance  listing. 

4.  If  persons  listed  are  unable  to  attend  the  trip,  the  un- 
expended cash  should  be  immediately  returned  to  the  fund 
custodian  and  receipted  back  into  the  proper  fund  account. 

D.  Cash  Advances 

Some  schools,  after  estimating  travel  costs  for  a trip,  issue 
a check  in  the  amount  needed  to  the  person  responsible  for  the 
trip.  This  check  is  then  cashed  and  the  proceeds  used  to  pay 
for  costs  while  traveling.  Costs  involving  many  students  for 
extended  periods  of  time  necessitate  carrying  large  amounts  of 
cash,  which  may  not  be  desirable.  Schools  using  this  procedure 
should  use  the  following  guidelines: 

1.  Checks  issued  to  obtain  travel  cost  cash  should  not  be 
cashed  from  undeposited  funds  at  the  school. 

2.  Large  amounts  of  cash  should  be  adequately  safeguarded. 
(Travelers  checks,  money  orders,  bank  cashier  checks,  etc.) 
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II.  Funding  Procedures  - cont. 

3.  Receipts  must  be  obtained  for  all  expenditures  made. 

4.  Travel  advance  moneys,  less  the  expenditures  verified  by 
receipts  and  documentary  evidence,  must  be  immediately 
returned  and  deposited  with  the  fund  custodian  who  will  issue 
a receipt  for  these  unexpended  funds. 

t.  Checkbooks 

Several  schools  were  noted  which  issued  wallet-size  checkbooks 
to  authorized  persons  responsible  for  trip  costs.  This  procedure, 
if  properly  used,  is  simple  and  convenient.  Those  schools  using 
this  method  have  successfully  adopted  the  following  procedures: 

1.  Upon  receipt  of  the  approved  travel  expense  request,  the 
fund  custodian  will  write  a check  in  the  required  amount  from 
the  appropriate  account  of  the  extracurricular  fund. 

2.  This  check  will  then  be  deposited  to  a separate  bank  account 

entitled  " High  School  Travel  Fund". 

3.  The  person  responsible  for  trip  costs  will  then  be  issued  a 
wallet-size  checkbook  on  this  separate  bank  account. 

Note 

a.  Signature  authorization  must  be  established  at  the  bank 
for  all  persons  authorized  to  write  checks  on  this  account. 

b.  Depending  on  local  needs,  several  checkbooks  may  be 
required  and  in  use  at  the  same  time. 

4.  As  travel  costs  are  incurred,  the  authorized  person  will  pay 
these  costs  by  check  and  obtain  documentary  receipts. 
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II.  Funding  Procedures  - cont. 


Note 

Memoranda  records  of  the  deposit,  checks  issued  and  balance 
should  be  maintained  in  the  checkbook. 

5.  Upon  completion  of  the  trip,  the  authorized  person  will 
issue  a check  for  the  unexpended  balance  of  the  advance 
received  back  to  the  fund  custodian  to  close  out  the  separate 
bank  account.  The  fund  custodian  will  issue  a receipt  for 
funds  returned. 

6.  Checkbooks  must  be  returned  to  the  school  principal  or 
superintendent  for  safekeeping  immediately  after  completion 
of  each  trip. 

7.  Bank  reconciliations  must  be  made  of  the  separate  travel 
expense  bank  account  periodically.  Checks  issued  should  be 
compared  with  disbursement  receipts.  No  money  should  remain 
in  this  separate  bank  account  upon  completion  of  all  trips. 


III.  Final  Accountability 

Schools  may  elect  to  use  one  or  a combination  of  several  of  the  preceding 
methods  to  pay  for  student  travel  costs.  Regardless  of  the  methods  in  use, 
a statement  of  final  accountability  must  be  submitted  by  the  authorized 
trip  sponsor  promptly  after  the  completion  of  the  trip. 


This  statement  of  final  accountability  will  be  the  basis  for  removing  travel 
authorization  requests  from  the  pending  file  of  the  fund  custodian. 
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III.  Final  Accountability  - cont. 


Final  accountability  statements  must  include  the  following: 

1.  Date  of  final  accountability. 

2.  Notation  of  advance  funds  received.  (Amount,  date  and  check 
number. ) 

3.  Complete  listing  of  itemized  expenditures  paid,  together  with 
documentary  evidence  of  payment. 

4.  Totals  of  cash  or  checks  expended. 

5.  Notation  and  totals  of  credit  card  or  open  account  expenses. 

6.  If  advances  received  exceed  documented  expenditures,  the 
amount  returned  to  the  fund  custodian  must  be  shown  and  verified 
by  fund  custodian  receipt  number. 

7.  If  expenses  incurred  exceed  travel  advances  received,  a request 
for  additional  reimbursement  should  be  shown  and  verified  by 
fund  custodian  check  number. 

8.  Signature  acknowledgement  of  fund  custodian  indicating  that 
acceptable  final  accountability  has  been  attained. 
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Stationery  Control 


Stationery  control  of  prenumbered  supplies  must  be  maintained  by 
someone  designated  by  the  board  of  trustees.  The  individual  so 
designated  must  not  be  involved  in  any  other  accounting  function  of 
the  extracurricular  fund. 

The  following  prenumbered  forms  must  be  entered  in  the  stationery 
control  when  received  from  the  printers: 

1.  Fund  custodian  receipts. 

2.  Subsidiary  receipts  issued  by  other  than  fund  custodian. 

3.  Activity  tickets. 

4.  Gate  admission  tickets. 

5.  Checks. 

6.  Any  other  prenumbered  forms. 

Prenumbered  forms  will  be  issued  to  the  fund  custodian,  instructors 
or  sponsors  by  the  person  designated  to  control  stationery.  The 
stationery  control  will  contain  the  numerical  sequence  of  receipts 
issued  to  the  individual.  All  prior  stationery  issued  must  be 
numerically  accounted  for  before  additional  stationery  can  be  issued. 
The  individual  receiving  stationery  supplies  must  be  required  to  sign 
or  initial  a withdrawal  slip  in  order  to  verify  the  issuance  of  the 
suppl ies . 
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Change  Fund 

A change  fund  may  be  necessary  for  making  change  at  athletic  events, 
concessions  and  other  student  activities.  The  amount  of  change  needed 
should  be  determined  by  the  board  of  trustees  or  its  designate  at  the 
start  of  the  school  year.  The  change  fund  may  be  established  in  one  of 
two  methods : 

1.  The  preferred  method  of  establishing  a change  fund  would  be  to 
issue  a check  against  the  bank  control  account,  thereby  reducing 
the  cash  in  the  bank  and  increasing  the  cash  on  hand.  (See  sample 
entry  (a)  in  Exhibit  "A".) 

a.  This  cash  will  be  retained  throughout  the  year  and  would  then 
be  redeposited  separately  at  the  end  of  the  school  year.  (See 
sample  entry  (i)  in  Exhibit  "A".) 

b.  This  change  fund  will  not  be  needed  for  reconcilement  to  the 
bank  statement,  but  must  be  considered  in  reconciling  the  cash 
on  hand. 

2.  An  alternate  method  of  establishing  a change  fund  would  be  to  with- 
hold the  necessary  amount  from  the  collections  at  the  start  of  the 
school  year. 

a.  The  first  deposit  will  be  reduced  by  the  amount  of  the  change 
fund  withheld. 

b.  The  amount  of  the  change  fund  will  be  included  and  maintained 
in  the  cash  control  account. 

c.  The  last  deposit  of  the  school  year  will  be  increased  by  the 
amount  of  the  change  withheld. 

In  either  case,  the  change  fund  established  should  be  sufficient  to  handle 
all  activities  of  the  extracurricular  fund. 
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Bookkeeping  Systems  and  Procedures 

The  bookkeeping  system  maintained  by  individual  school  districts  for 
extracurricular  fund  accounting  will  be  predicated  upon  the  system 
presently  in  use.  However,  if  the  financial  volume  is  sufficient  to 
warrant  a more  effective  system,  then  the  trustees  should  determine  what 
system  would  best  serve  both  the  school  district  and  extracurricular  fund 
accounting.  It  is  our  intention,  at  this  time,  to  utilize  the  equipment 
and  supplies  presently  in  use  wherever  possible.  Acceptable  accounting 
systems  are  as  follows: 

1.  Combined  receipt,  disbursement  and  fund  balance  register. 

2.  Peg  board  or  one-write  system. 

3.  Bookkeeping  machine  system. 

4.  Computerized  system. 

The  combined  receipt,  disbursement  and  fund  balance  register  should 
contain  the  following  information: 


1 . 

Cash 

control . 

a. 

Receipt  column. 

b. 

Disbursement  column. 

c. 

Balance  column. 

2. 

Bank 

control . 

a. 

Receipt  column. 

b. 

Disbursement  column. 

c. 

Balance  column. 
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Bookkeepir g Systems  and  Procedures  ~ cont, 

3.  Individual  fund  accounts,  as  needed. 

a.  Receipt  column. 

b.  Disbursement  column. 

c.  Balance  column. 

With  the  exception  of  the  very  large  schools,  most  Montana  schools  use 
some  form  of  a combined  receipt,  disbursement  and  fund  balance  register. 

Exhibit  "A",  as  included  in  this  handbook,  depicts  such  a combined 
register  with  examples  of  various  transaction  entries.  Although  many 
schools  use  only  the  bank  control  column  as  shown  in  this  exhibit,  we 
recommend  the  inclusion  of  the  cash  control  account  for  separating  cash 
receipts  deposited  from  cash  receipts  which  are  still  on  hand.  This 
separation  should  simplify  the  monthly  bank  and  cash  reconciliations. 

The  peg  board,  bookkeeping  machine  or  computer  systems  will  contain  the 
following  registers: 

1.  Receipt  control  register. 

2.  Disbursement  control  register. 

3.  Ledger  cards  for  each  individual  fund  accounts. 

Regardless  of  the  bookkeeping  system  utilized,  the  handling  and  recording 
of  receipts,  disbursements,  reconciliations  and  financial  reporting  will 
be  subject  to  the  same  basic  requirements.  A discussion  of  these 
fundamental  accounting  and  internal  control  procedures  follows. 
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Receipting  Procedures  and  Requirements 
Receipting 

Fund  custodian  receipts  and  subsidiary  receipts  must  be  issued 
immediately  upon  each  collection.  Checks  should  be  endorsed  with  the 
"for  deposit  only"  stamp  immediately  upon  receipt. 

I .  Receipting  by  Fund  Custodian 

j 

A.  The  p renumbered  receipts  must  consist  of  the  original  and  one 
copy.  (See  Exhibit  "F".) 

B.  Fund  custodian  receipts  must  contain  the  following  information: 

1.  Date  receipt  issued. 

2.  Payer.  (Sponsor  or  student  paying  money  to  fund  custodian.) 
a.  Payer  receives  original  receipt. 

3.  Amount  received  by  fund  custodian. 

4.  Purpose  or  source  of  collection. 

5.  Designated  fund  or  funds  to  which  the  cash  is  to  be  deposited, 
a.  The  most  active  fu.id  accounts  may  be  preprinted  on  the 

receipt  so  that  the  fund  custodian  could  merely  check 
that  fund  or  the  fund  to  which  the  collection  will  be 
deposited.  (See  Exhibit  "G".) 

6.  Fund  custodian's  signature. 

a.  Duplicate  copy  of  receipt  retained  by  fund  custodian  in 
numerical  order  and  used  as  source  document  for  posting 
to  the  register. 
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Receipting 


II.  A.  Each  collector  must  be  issued  prenumbered  subsidiary  receipts 
and  be  held  responsible  for  these  receipts  through  the 
stationery  control  procedures  as  established. 

B.  Subsidiary  receipts  should  contain  the  same  basic  information 
as  receipts  above.  (See  Exhibit  "H".) 

C.  These  collections  must  be  deposited  promptly  with  the  fund 
custodian . 

D.  With  each  deposit  of  subsidiary  collections  to  the  fund  custodian, 
a report  form  must  accompany  such  deposit  containing  the 
following  information: 

1.  Inclusive  subsidiary  receipt  number  included  in  the  deposit. 

2.  Total  money  collected. 

3.  Signature  of  person  depositing  cash. 

E.  The  fund  custodian,  upon  receipt  of  these  subsidiary  collections, 
will  issue  a prenumbered  receipt  showing  the  following 
information : 

1.  Subsidiary  receipt  numbers  involved. 

2.  Amount  collected. 

3.  Person  who  turned  in  the  collection. 

The  fund  custodian's  fund  amount  must  balance  with  the  total 
money  collected  shown  on  the  form  accompanying  the  deposit. 
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Depositing  of  Receipts 

Fund  custodian  collections  must  be  deposited  regularly  to  the  extra- 
curricular fund  bank  account.  The  frequency  of  such  deposits  will  be 
dependent  upon  the  following  conditions: 

1.  The  enforcement  of  security  provisions  and  the  adequacy  of  safe- 
keeping facilities  at  the  school. 

2.  The  amount  held  between  deposits  must  not  exceed  the  maximum 
coverage  of  burglary  insurance. 

3.  However,  on  the  closing  day  of  each  month,  with  the  exception 
of  the  change  fund,  all  cash  remaining  on  hand  should  be 
deposited.  (Change  fund  cash  will  usually  remain  on  hand  until 
the  end  of  the  school  year.) 

Deposit  slips  must  show  the  receipt  numbers  that,  when  totaled, 
correlate  with  the  deposited  amount.  This  will  require  that  receipts 
are  deposited  intact. 

The  cashing  of  extracurricular  fund  checks  or  school  district  warrants 
from  undeposited  cash  on  hand  is  absolutely  prohibited.  Such  a practice 
greatly  reduces  and  weakens  internal  control. 
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Entering  Receipt  Documents  to  Register 


1.  The  entering  of  receipt  documents  to  the  register  may  be 
performed  by  one  of  two  methods : 

a.  Each  receipt  number  is  entered  individually  to  the  register 
in  numerical  sequence.  The  amount  of  each  receipt  document 
is  entered  to  the  receipt  column  of  the  indiviaual  fund 
account  and  to  the  receipt  solumn  of  the  cash  control 

account.  (See  sample  entry  (b)  in  Exhibit  "A".) 

b.  In  schools  where  the  fund  custodian  issues  a large  volume  of 
receipts,  the  receipt  documents  may  be  "batched"  for  entry 
to  the  register.  However,  each  "batch"  must  coincide  with  a 
receipt  entry  to  the  cash  control  column  and  be  deposited 
intact.  The  amounts  of  each  "batch"  will  also  be  entered 

to  the  appropriate  columns  of  the  individual  fund  accounts. 

A summary  must  be  prepared  and  attached  to  the  receipt 
documents  showing  the  receipt  numbers  included,  a breakdown 
of  individual  fund  accounts  and  the  amount  for  each  fund. 

2.  Voided  receipt  documents  should  be  listed  and  marked  as  "voided" 
in  the  register. 

3.  Receipt  documents  must  be  entered  to  the  register  on  a timely  basis. 


-33- 


7/74 


Entering  Receipt  Documents  to  Register  - cont. 


4.  Cancelled  or  voided  checks,  which  have  been  previously  recorded 
in  the  register,  should  be  reflected  by  an  adjusting  entry  of  the 
fund  custodian.  The  check  number  and  reason  for  cancellation  or 
voiding  should  be  noted.  The  adjustment  should  be  entered  to  the 
individual  fund  account  or  accounts  that  the  check  was  originally 
drawn  against  and  to  the  bank  control  account.  The  cancelled  or 
voided  check  will  then  be  deleted  from  the  listing  of  outstanding 
checks.  (See  sample  entry  (j)  in  Exhibit  A .) 

5.  Nonsufficient  funds  checks  will  be  held  as  cash  items  for 
reconciling  purposes  until  accepted  by  the  bank,  replaced  or  written 
off.  (See  sample  entry  (e)  in  Exhibit  'A  .) 

6.  All  receipt  columns  of  the  register  must  be  totaled  monthly. 

Totals  of  individual  fund  account  receipts  are  to  be  entered  to 
the  appropriate  receipt  column  of  the  monthly  report  to  the  board 

of  trustees. 

7.  When  entering  receipt  documents  to  the  register,  it  must  be 
remembered  that  the  total  of  the  individual  fund  account  balances 
must  equal  the  combined  balances  of  the  cash  control  and  bank 
control  at  all  times  during  the  month. 


-34- 


7/74 


Entering  of  Deposits  to  Register 

Receipts  deposited  to  the  extracurricular  fund  bank  account  should 


be  entered  to  the  register  by  recording: 

1.  The  date  of  the  deposit. 

2.  The  inclusive  numbers  of  receipts  being  deposited. 

3.  The  amount  of  money  deposited  should  be  recorded  as  an  entry 
increasing  the  bank  control  account  and  decreasing  the  cash 
control  account.  (See  sample  entry  (c)  in  Exhibit  "A".) 
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Intrafund  Transfers 


Transfers  of  money  from  one  student  fund  account  to  another  is  allowed 
only  when  such  transfer  is  justifiable  and  supported  by  proper  authorization. 

All  transfers  made  must  be  recorded  on  a transfer  request  form.  Transfer 
request  forms  may  be  printed  on  mimeograph  or  duplicating  machines 
available  in  the  schools  if  desired.  A suggested  type  of  transfer  request 
form  is  shown  in  Exhibit  "E". 

Transfer  forms  should  contain  provisions  for  the  following: 

1.  Name  of  school,  date  and  space  for  transfer  number. 

2.  Reason  for  transfer. 

3.  Amount  of  funds  to  be  transferred. 

4.  Name  of  fund  accounts  affected. 

5.  Approval  of  fund  account  sponsor,  president  or  treasurer. 

6.  Approval  by  the  designee  of  the  board.  (Normally,  the  school 
Drincipal  or  superintendent.) 

7.  Posting  verification  and  reference  by  the  fund  custodian. 

Transfer  request  forms  may  consist  of  only  an  original.  However,  larger 
schools  may  require  duplicate  copies  to  be  retained  by  the  fund  account 
sponsors  involved. 

Approved  transfer  requests  should  be  submitted  to  the  fund  custodian  who 
will  then  assign  a number  to  the  transfer  request. 

Upon  entering  the  transfer  document  to  the  register,  the  fund  custodian 
should  retain  and  file  the  original  transfer  requests  in  numerical  order. 
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Entering  of  Transfer  Documents  to  Register 

Approved  transfers  between  individual  fund  accounts  will  be  reflected 
in  the  register  by  the  fund  custodian  as  follows: 

1.  Enter  date  of  transfer. 

2.  Enter  brief  description  of  reason  for  transfer. 

I ; 

3.  Enter  transfer  number. 

4.  Make  appropriate  entries  to  increase  and  decrease  the  amounts 

of  the  individual  fund  accounts  involved.  (See  sample  entry  (g) 
in  Exhibit  "A".) 
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Nonsufficient  Funds  Checks  (Bad  Checks) 


1.  Checks  which  have  been  deposited  by  the  fund  custodian  and  are 
later  returned  by  the  bank  as  being  N.S.F.  are  to  be  carried  as 
cash  items  on  hand.  (See  sample  entry  (e)  in  Exhibit  "A".) 

2.  N.S.F.  checks  which  have  been  returned  should  be  immediately  re- 
deposited on  a separate  deposit  slip.  (See  sample  entry  (f)  in 
Exhibit  "A".) 

3.  If  a N.S.F.  check  is  returned  more  than  once,  the  fund  custodian 
should  notify  the  author  of  the  check  and  attempt  to  make  collection. 

| | 

4.  If  cash  or  other  replacements  are  made  for  the  N.S.F.  check,  the 
proceeds  should  again  be  re-deposited  on  a separate  deposit  slip. 

5.  If  N.S.F.  checks  are  being  held  as  cash  items  at  the  end  of  the 
month,  consideration  must  be  given  to  include  this  amount  when 
reconciling  the  cash  on  hand. 

6.  If  N.S.F.  checks  are  determined  to  be  uncollectible  by  the  fund 
custodian,  the  fund  custodian  should  seek  collection  assistance 
from  the  county  attorney.  If  all  collection  attempts  fail,  the 
fund  custodian  should  then  submit  a memo  to  the  board  of  trustees 
requesting  authorization  for  cancellation.  Such  a memo  should 
include: 

a.  Date  of  check. 

b.  Author  of  check. 
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Nonsufficient  Funds  Checks  (Bad  Checks)  - cont. 


c.  Amount  of  check. 

d.  Purpose  of  check. 

e.  Fund  account  check  was  receipted  into. 

f.  Cancellation  authorization  by  the  board. 

7.  If  the  board  authorizes  cancellation  of  a N.S.F.  check,  entries 
should  be  made  in  the  bookkeeping  register  to  reduce  the  cash 
control  receipt  balance  and  the  receipt  balance  of  the  individual 
fund  account  or  accounts  involved.  (See  sample  entry  (k)  in 
Exhibit  "A".) 

8.  Records  of  cancellation  authorizations  must  be  maintained  by  the 
fund  custodian. 
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Disbursing  Procedures  and  Requirements^ 

Authorization  of  Purchase 

All  extracurricular  fund  disbursements  must  initiate  with  and  be 
authorized  by  representatives  of  the  fund  account  to  which  the  disburse- 
ment will  be  charged.  A review  of  extracurricular  fund  audit  reports 
for  the  past  fiscal  year  indicated  that  some  schools  utilized  some 
form  of  purchase  authorization,  whereas  others  did  not. 

Since  the  volume  of  activity  fund  accounts  varies  greatly  between 
school  districts,  alternate  methods  for  documenting  purchase 
authorizations  have  been  developed.  Method  "A"  has  been  tailored  for 
the  smaller  districts,  while  Method  ”B“  may  be  required  in  the  larger 
districts  where  stricter  internal  control  will  be  necessary  and  feasible 
The  board  of  trustees  must  include  in  the  extracurricular  policy  guide- 
lines the  method  which  the  district  intends  to  adopt. 


Method  "A" 

Smaller  districts  may  initiate  each  purchase  with  a single  copy 
ment  authorization'1  containing  the  following  information: 


"disburse- 


A.  Name  of  vendor  and  payee. 

B.  Date  of  order. 

C.  Fund  account  or  accounts  to  be  charged. 

D.  Detailed  description  of  items  or  services  purchased. 

E.  Signatures  required. 
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Disbursing  Procedures  and  Requirements  - cont. 

Authorization  of  Purchase  - cont. 

Method  "A11  - cont. 

E.  Signatures  required  - cont. 

1 . Fund  account  sponsor  approval . 

2.  Fund  account  president  or  treasurer  approval. 

3.  Fund  custodian  verification  that  funds  are  available. 

a.  Required  in  order  to  lessen  the  possibility  that  the 
purchase  will  result  in  a cash  overdraft  condition. 

F.  Verification  of  receipt  of  goods  or  services. 

Following  payment,  the  fund  custodian  should  indicate  the  check  number 
and  date  of  payment  on  the  disbursement  authorization  and  file  it  with 
the  invoice  attached. 

Method  "B" 

Larger  districts  may  wish  to  utilize  a combination  requisition/purchase 
order  consisting  of  an  original  and  two  copies.  These  requisition/ 
purchase  orders  contain  the  following  information: 

A.  Name  of  vendor  and  payee. 

B.  Date  ordered. 

C.  Fund  account  or  accounts  to  be  charged. 

D.  Detailed  description  of  items  or  services  purchased. 


-41- 


7/74 


Disbursing  Procedures  and  Requirements  - cont. 


Authorization  of  Purchase  - cont. 

Method  "B"  - cont. 

E.  Signatures  required. 

1.  Fund  account  sponsor  approval. 

2.  Fund  account  president  or  treasurer  approval. 

3.  Fund  custodian  verification  that  funds  are  available. 

a.  Required  in  order  to  lessen  the  possibility  that  the 
purchase  will  result  in  a cash  overdraft  condition. 

F.  Upon  receipt  of  the  merchandise  or  services  purchased,  the  lower 
portion  of  the  requisition/purchase  order  should  be  completed  as 
follows : 

1.  Date  received. 

2.  Verification  of  receipt  of  goods  or  services. 

G.  The  distribution  of  the  three-part  requi si  ton/purchase  order  is  as 
follows : 

1.  Original  copy  to  vendor. 

2.  Duplicate  copy  to  fund  custodian. 

3.  Triplicate  copy  to  fund  account  treasurer. 

Following  payment,  the  fund  custodian  should  indicate  the  check  number 
and  date  of  payment  on  the  requisition/purchase  order  and  file  it  with 
the  invoice  attached. 
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Disbursing 


I . Preparing  Invoice  for  Payment 

A.  All  invoices  must  be  matched  up  and  attached  to  the  disbursement 
authorization  or  the  requisition/purchase  order. 

B.  Verification  of  receipt  of  goods  must  be  obtained. 

C.  All  invoices  must  be  checked  for  arithmetic  accuracy  by  the 
fund  custodian  before  payment  is  made. 

II . Preparation  and  Issuance  of  Checks 

A.  All  checks  should  contain  the  following  information: 

1.  Name  of  account. 

a.  School  district  name  and  number. 

b.  Student  extracurricular  account. 

2.  Checks  must  be  prenumbered. 

3.  Date  of  issue. 

4.  Payee  - Checks  made  payable  to  the  vendor  whose  name 
appears  on  the  invoice  and  disbursement  authorization 
or  requisition/purchase  order. 

5.  Amount  of  check. 

6.  The  check  or  check  stub  should  indicate  the  fund  account 
or  accounts  to  which  disbursement  is  to  be  charged. 

7.  Dual  signature  required. 

a.  Fund  custodian. 

b.  Superintendent  or  principal. 
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Disbursing  - cont. 


II.  Preparation  and  Issuance  of  Checks  - cont. 

A - 7.  Dual  signature  required  - cont. 

c.  An  alternate  to  either  of  the  above  could  be  the 
student  council  president  or  treasurer. 

B.  Check  number  and  date  of  check  should  be  entered  on  the  lower 
portion  of  the  disbursement  authorization  or  requisition/ 
purchase  order  copy  retained  by  the  fund  custodian. 

C.  No  checks  should  be  made  payable  to  cash  or  to  those  people 
who  are  in  charge  of  the  fund  accounts. 

D.  No  checks  should  be  issued  from  one  fund  account  to  another 
fund  account.  Such  transactions  should  be  handled  as  f.itrafund 
transfers. 
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Entering  of  Disbursing  Documents 


1.  All  disbursements  should  be  made  by  check.  No  disbursements 
should  be  made  from  available  cash  on  hand. 

2.  All  checks  issued  must  be  entered  to  the  register  individually 
and  in  numerical  sequence.  The  amount  of  each  check  should  be 
entered  to  the  disbursement  column  of  the  individual  fund  account 
and  the  disbursement  column  of  the  bank  control  account. 

3.  All  voided  checks  must  be  accounted  for. 

4.  Checks  must  be  entered  to  the  register  on  a timely  basis. 

5.  All  disbursement  columns  of  the  register  must  be  totaled  monthly. 
Totals  of  individual  fund  account  disbursements  should  be  entered 
to  the  appropriate  disbursement  columns  of  the  monthly  report  to 
the  board  of  trustees. 

6.  When  entering  disbursements  to  the  register,  it  must  be  remembered 
that  the  total  of  all  individual  fund  account  balances  must  equal 
the  combined  balance  of  the  cash  control  and  bank  control  balances 

at  all  times  during  the  month.  (See  sample  entry  (d)  in  Exhibit  "A".) 

7.  Bank  service  charges,  check  printing  costs  and  bank  overdraft 
charges  must  be  entered  as  disbursements  in  the  register  by  means 
of  adjusting  entries.  The  fund  account  charged  for  the  costs 
should  be  pre-determined  and  designated  by  the  fund  administrator. 
Appropriate  adjusting  entries  must  be  made  to  reduce  the  bank  control 
account  and  the  designated  individual  fund  account.  (See  sample 
entry  (h)  in  Exhibit  HA".) 
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Filing  of  Bookkeeping  Records 


A.  Invoices  and  disbursement  authorizations  or  requisition/purchase 
orders  should  be  attached  together  and  filed  by  one  of  the 
following  methods: 

1.  An  individual  file  folder  may  be  made  for  each  fund  account, 
with  the  folder  containing  all  disbursement  documentation 
for  that  fund  for  the  fiscal  year  in  chronological  order. 

2.  All  disbursement  documentation  should  bear  reference  to 
the  check  number  and  may  be  filed  in  the  numerical  order 
of  the  checks  issued. 

B.  Cancelled  checks  may  be  filed  by  one  of  the  following  methods: 

1.  Filed  numerically  by  fiscal  year  after  reconciliation. 

2.  Filed  numerically  by  month  and  intact  with  monthly  bank 
stagements. 

C.  The  filing  of  month-end  bank  statements  will  be  dependent  upon 
the  method  used  for  filing  cancelled  checks.  (See  B above.) 

1.  If  B-l  method  is  used,  then  month-end  bank  statements  should 
be  filed  together  by  fiscal  year. 

2.  B-2  will  cause  month-end  bank  statements  to  be  filed 
with  monthly  cancelled  checks. 
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Filing  of  Bookkeeping  Records  - cont. 


D.  Intrafund  transfers  should  be  f'led  in  numerical  order  by 
fiscal  year. 

E.  Receipts  should  be  filed  in  numerical  order  by  fiscal  year. 

F.  Monthly  reports  to  the  board  should  be  filed  by  month,  by 
fiscal  year. 

G.  All  other  documentation  should  be  filed  together  by  fiscal  year. 
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Monthly  Reconci nations  of  Extracurricular  Fund  Accounts 


1.  Each  month  all  receipt  and  disbursement  columns  of  the  register 
must  be  totaled. 

2.  Each  control  account  balance  and  individual  fund  account  balance 
must  be  verified  in  the  following  manner: 


a. 

Beginning  balance 

XXX 

b. 

Add:  Receipts  for  month 

XXX 

Total  Available 

XXX 

c. 

Less:  Disbursements  for  month 

XXX 

d. 

Ending  balance 

XXX 

3.  The  total  of  all  individual  fund  accounts  must  be  in  balance  with 
the  combined  total  of  the  cash  control  and  bank  control  accounts. 

4.  Any  remaining  balance  shown  in  the  cash  control  account  at  the 
end  of  each  month  must  be  reconciled  and  identified  as  to  the 
source,  (i.e.,  change  fund,  undeposited  receipts,  N.S.F.  checks, 
etc. ) 

5.  The  balance  shown  in  the  bank  control  account  must  be  reconciled 
to  the  bank  statement  received  from  the  depository  bank  each 
month.  Evidence  of  this  reconciliation  must  be  available  for 
inspection. 
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Monthly  Reconciliations  of  Extracurricular  Fund  Accounts  - cont. 


6.  The  reconciliation  of  bank  accounts  is  to  be  made  as  follows: 

a.  Balance  per  bank  statement. 

b.  Add:  Deposits  in  transit  (deposited  by  fund  custodian 

but  not  yet  received  by  bank.) 

c.  Less:  Outstanding  checks  (checks  entered  to  the  register 

but  not  yet  cashed  by  bank.) 

d.  Less:  Monthly  bank  charges  or  costs,  if  any,  not  yet 

entered  to  register. 

e.  Resulting  reconciled  bank  statement  must  equal  register 
bank  control  account. 
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Monthly  Report  to  the  Board  of  Trustees 


Each  month-end  the  fund  custodian  will  have  the  responsibility  of 
reconciling  all  individual  fund  account  balances  to  the  total  of  the 
control  account  balances.  Reports  of  this  reconciliation  and  fund 
activity  must  be  presented  to  the  board  of  trustees  for  their  review 
with  the  following  information: 

1 . Statement  of  Receipts,  Disbursements  and  Fund  Balances 

a.  Fund  account. 

b.  Beginning  monthly  balance  of  each  fund  account. 

c.  Receipts  and  transfers  of  each  fund  account. 

d.  Disbursements  and  transfers  of  each  fund  account. 

e.  Ending  monthly  balance  of  each  fund  account. 

f.  Initials  of  fund  account  sponsor  and  president  and/or 
treasurer  acknowledging  that  fund  account  receipts, 
disbursements  and  balances  are  correct. 

g.  Signed  by  the  fund  custodian  and  approved  by  the  board 
chairman.  (See  Exhibit  "B".) 

2.  Monthly  Bank  and  Fund  Reconciliation 

a.  Name  of  bank  and  amount  shown  on  the  bank  statement. 

b.  Investments,  if  applicable.  (Type  of  investment,  certificate 
of  deposit  numbers,  passbook  savings  numbers,  etc.) 

c.  Deposits  in  transit. 
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Monthly  Report  to  the  Board  of  Trustees  - cont. 
2.  Monthly  Bank  and  Fund  Reconciliation  - cont. 


d.  Outstanding  checks. 

e.  Bank  service  charges  not  entered  in  register. 

f.  Reconciled  bank  balance. 

g.  Cash  on  hand. 

h.  Total  fund  reconciliation.  (See  Exhibit  "C".) 

3.  Transfers 

a.  Transfer  number. 

b.  Account  transferred  from. 

c.  Account  transferred  to. 

d.  Amount  of  transfer. 

e.  Authorization  of  transfer.  (See  Exhibit  "D" .) 
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Destruction  of  Records 


Section  59-514  (2),  R.C.M. , 1947,  directs  that  school  district  records 
that  are  substantiated  by  permanent  records  may  be  destroyed  upon  the 
order  of  the  board  of  trustees  and  with  the  approval  of  this  office. 

It  is  our  policy  that  extracurricular  fund  records,  documents  and/or 
reports  may  be  destroyed  in  the  following  manner: 

1.  Audit  reports  may  be  destroyed  after  ten  years. 

2.  Bank  statements  may  be  destroyed  after  eight  years. 

3.  Cancelled  and  paid  checks  may  be  destroyed  after  eight  years. 

4.  Receipting  documents  may  be  destroyed  after  eight  years. 

5.  Disbursement  authorizations,  requisition/purchase  orders,  invoices, 
etc.  , may  be  destroyed  after  eight  years. 

6.  Correspondence  may  be  destroyed  after  eight  years. 

The  extracurricular  fund  general  accounting  records  are  construed  to  be 
permanent  records  and,  therefore,  may  not  be  destroyed. 
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DEFINITION  OF  TERMS 


BOOKKEEPING  SYSTEM 

The  procedure  of  analyzing,  classifying  and  recording  transactions  in 
accordance  with  a preconceived  plan  for  the  purpose  of  (A)  oroviding 
a means  by  which  an  enterprise  may  be  conducted  in  an  orderly  fashion, 
and  (b)  establishing  a basis  for  reporting  the  financial  condition  of 
the  enterprise  and  the  results  of  its  operation. 


DISBURSEMENT  AUTHORIZATION 

A document  initiated  by  a club,  advising  the  fund  custodian  that  a 
purchase  has  been  made  and  that  an  invoice  from  the  vendor  will  be 
forthcoming. 

FISCAL  YEAR 

The  extracurricular  fund  accounting  period  from  July  1,  19 to 

June  30,  19  . 


FUND  ACCOUNTS 

Clubs  or  activities  of  the  extracurricular  fund  that  collectively  make 
up  the  financial  operation  and  position  of  the  extracurricular  fund. 


FUND  ADMINISTRATOR 

The  individual  designated  by  the  board  of  trustees  to  administer  the 
extracurricular  fund. 


FUND  CUSTODIAN 

The  individual  appointed  by  the  board  of  trustees  to  receipt,  disburse 
and  maintain  the  records  of  the  extracurricular  fund. 


FUIID  OVERDRAFT 

The  amount  by  which  demands  for  payment  exceed  the  amount  of  the  credit 
against  which  they  are  drawn  for  a particular  fund  account. 


INTERNAL  CONTROL 

A plan  of  organization  under  which  employee  duties  are  so  arranged  and 
records  and  procedures  so  designed  as  to  make  it  possible  to  exercise 
effective  accounting  control  over  assets,  liabilities,  revenues,  and 
expendi tures. 


OPERATING  STATEMENT 

A statement  summarizing  the  financial  operation  of  the  extracurricular 
fund  for  an  accounting  period. 
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REQUISITION/PURCHASE  ORDER 

A document  which  authorized  the  delivery  of  specified  merchandise 
or  the  rendering  of  certain  services  and  the  making  of  a charge 
for  them. 


REGISTER 

A record  for  the  consecutive  entry  of  a certain  class  of  documents  or 
transactions,  with  a proper  notation  of  ail  the  required  particulars. 
Common  registers  would  be  a receipt  register,  a disbursement  register 
and  a combined  receipt,  disbursement  and  fund  balance  register. 
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SUGGESTED  FORMS 

€ 
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HIGH  SCHOOL  EXTRACURRICULAR  FUND 


STATEMENT  OF  RECEIPTS,  DISBURSEMENTS  AND  FUND  BALANCES 
Month  Ending  ,>  1973 


Beginning  Receipts  & Disbursements  Ending 


Fund 

Balance 

Transfers 

& Transfers 

Balance 

Athletic 

$ 600.00 

$ 408.00 

$ 20.00 

$ 988.00 

Student  Council 

300.00 

270.00 

92.00 

478.00 

Cheerleaders 

100.00 

50.00 

70.00 

80.00 

Class  of  '74 

250.00 

125.00 

100.00 

275.00 

Fund  Account 
Sponsor  and 
Student  Office 
Initials 


Total  $ 1,250.00 

Less  Transfers  

Total  $ 1.250.00 

Cl  Xl.l  — ■ i i *■■■ 


$ 853.00 
50.00 
$ 803.00 


$ 282.00 
50.00 
$ 232.00 


$ 1,821.00 


$ 1.821.00 


APPROVALS : 


Fund  Custodian 


Fund  Administrator  School  Board 


EXHIBIT  B 


• » 
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HIGH  SCHOOL  EXTRACURRICULAR  FUND 


STATEMENT  OF  CASH  ON  HAND.  BANK  BALANCES  AND  TOTAL  FUND  RECONCILIATION 

Month  fending  , 1973 


CASH  ON  HAND 

Cash  on  hand  by  actual  count  (Must  agree  with  cash  control 
balance  of  register) 


BANK  BALANCE 


Bank, 


balance  per  statement  dated  __ 
Add  Investments 

Certificates  of  Deposit 
Passbook  Savings  Accounts 
Other 


Montana 

, 1973 

No.  Amount 


Total  Investments 

Add  Deposits  in  Transit  9/30/73  50.00 


Total  Deposits  in  Transit 


Total 

Less  Outstanding  Checks 

No.  Amount  No.  Amount 
5 70.00  


No.  Amount 


$ -0- 


$1,841.00 


-0- 


50.00 

$1,891.00 


Total  Outstanding  Checks  70.00 

Total  Bank  Balance  (Must  agree  with  bank  control  balance  

of  register) 

1,821.00 


TOTAL  FUND  RECONCILIATION  $1,821.00 


Fund  Custodian 


(date) 


EXHIBIT  C 
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HIGH  SCHOOL  EXTRACURRICULAR  FUND 


STATEMENT  OF  INTRAFUND  TRANSFERS 

Month  Ending  , 1973 


Transfer 

Number 


From 

Fund  Account 


To 

Fund  Account 


1 


Student  Council  Cheerleaders 


Total 


EXHIBIT  D 


Amount 


$ 50.00 


$mm50J)0' 
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SAMPLE  OF  TRANSFER  AUTHORIZATION 


HIGH  SCHOOL  EXTRACURRICULAR  FUND 


TRANSFER  REQUEST  AND  AUTHORIZATION 


DATE 


1973 


TRANSFER  NO. 


TO  THE  FUND  CUSTODIAN: 
Please  transfer  $ 


From 

To 


Fund  Account 
Fund  Account 


Reason: 


Transfer  Approved  by: 


President  or  Secretary  of  Club  disbursing  funds 


Fund  Administrator 


Transfer  entered  to  register 


by 


Date 


Fund  Custodian 


Page  No. 


EXHIBIT  E 
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SAMPLE  RECEIPT  OF  FUND  CUSTODIAN 


RECEIPT 

Extracurricular  Fund  NO. 

, Montana 19 

Received  of  

Source  


Credit  Fund  Account. 


Fund  Custodian 


Note:  Receipt  should  be  in  duplicate. 


EXHIBIT  F 
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SAMPLE  RECEIPT  OF  FUND  CUSTODIAN 


No.  122 

OFFICIAL  RECEIPT 

DENTON  HIGH  SCHOOL  EXTRACURRICULAR  FUND 
DENTON.  MONTANA 


Date  19 Amount  $ . 

Received  From  _____ 

Source  

Deposit  To  fund  account,  or 


Athletics 

$ 

Student  Council 

$ 

Cheerleaders 

$ 

F.H.A. 

$ 

DECA 

$ 

Pep  Club 

$ 

F.F.A. 

$ 

Shop 

$: 

"D"  Club 

$ 

Music 

$ 

Lettermans 

$ 

Band 

$ 

Chorus 

$ 

Speech 

$ 

German  Club 

$ 

$ 

Science  Club 

$ 

$ 

Nat'l  Honor  Society 

$ 

$ 

Class  of  19 

$ 

Signature  

Fund  Custodian 

Posted  to  Page  of  Register 


1.  Receipts  must  be  prenumbered. 

2.  Receipts  must  be  in  duplicate. 

3.  Receipt  form  may  be  modified  to  fit  individual  needs  of  each  school. 

4.  All  funds  need  not  be  printed  on  receipt  form,  only  those  most  frequently 
used . 


EXHIBIT  G 
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SAMPLE  OF  SUBSIDIARY  RECEIPTS 


f 


€ 


i 


No 

RECEIPT 

5 

, No 

' RECEIPT 

i 

i 

1 

10 

1 

’ 1 

1® , 

Received 

i 

i 

1 Recolved 

I From — 

I 

1 

• 

Source  

1 

i ..SQ.ur.c.ft. 

• 

Fund  Account 

\ Fund  Account  

i 

J f. 

|- 

No 

6 

i 

l 

l No 

2 

^ RECEIPT 

1 

19  ~ .. 

| RECEIPT 

i 

19 

Received 

■ Received 

1 From ... ... 

Source 

1 

i Source 

Fund  Account 

*. 

i Fund  Account 

t ...  

f ' j 

T 

No.... 

.7 _... 

1 No 

h* 

i 

i 

RECEIPT 

19 

j RECEIPT 

1 

19 

Received 

Received 

From 

Source  

i 

1 

1 

i Source 

Fund  Account 

1 

1 

! JuM„A.G.G.Q«a.t 

! % 

i 

i 

i $ 

I * 

1 

i 

i 

8 

i 

i 

1 No 

4 

RECEIPT 

19 

j RECEIPT 

i 

1 

- 19 

1 Received 

I 

i 

Received 

1 

^ Source 

1 

1 

i Source 

Fund  Account 

I 

1 

1 Fund  Account 

1 

1 

! t 

f 

EXHIBIT  H 
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SAMPLE  REOUIS ITION/ PURCHASE  ORDER 


EXTRACURRICULAR  FUND 


Inv.  No. 


REQUISITION/ PURCHASE  ORDER  NO. 

O.K.  For  $ _ 
By  


Fund  Custodian 


Date 


Check  No. 
Fund  Account 


QUANTITY 


ARTICLE 


Buyer's 

Estimated 

Cost 


Seller 1 s 


Unit 

Price 


Total 

Amount 


Receipt  of  Goods 

Date  

By 


Amount 


By 

By 


Fund  Account  Sponsor 


Fund  Account  President  or  Treasurer 


EXHIBIT  I 
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